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ACQUISITION OF WHERRY HOUSING PROJECTS 


House or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SpectAL SUBCOMMITTEE ON Wuerry ACQUISITIONS, 
Washington, D.C., Wednesday, May 20, 1959. 
The subcommittee met at 10 a.m., the Honorable Paul J. Kilday 
(chairman of the subcommittee), presiding. 
Mr. Kitpay. The committee will be in order. 
First I would like to have Mr. Kelleher read the letter from Chair- 
man Vinson appointing this subcommittee. 
Mr. Kevviener. This is addressed to Hon. Paul J. Kilday, House 
of Representatives, Washington, D.C., and is dated April 17, 1959: 


Dear Mr. Kivpay: I am appointing a special subcommittee with you as 
chairman to make an objective inquiry into the question as to what additional, if 
any, Wherry housing projects, the acquisition of which are not mandatory, should 
be acquired by the three military departments. These projects, as you know, 
are covered by Government-guaranteed mortgages. 

The subcommittee shall consist of five members as follows: 

Paul J. Kilday, chairman; George Huddleston, Jr., Fred Wampler, Leslie C. 
Arends, Katharine St. George. 

The designation of the above-named minority members is made with the con- 
eurrence of Mr. Arends, ranking minority member. 

In accordance with my agreement with Mr. Albert Rains, I would appreciate 
your inviting him and the members of his subcommittee to join with you in your 
deliberations on this important subject. 

It is my hope that you can initiate hearings in the near future and report your 
findings to the full committee at an early date. 

I have appointed Mr. Philip W. Kelleher to work with you as counsel in con- 
nection with this matter. 

Sincerely, 
Cari Vinson, Chairman. 


Mr. Kiipay. I would now like to have Mr. Kelleher read into the 
record my letter of May 4 to Mr. Rains. 
Mr. Kevvener (reading): 


Hon. ALBERT RalIns, 

Chairman, Subcommittee on Housing, 
Committee on Banking and Currency, 

House of Representatives, Washington, D.C. 


Dear Mr. Rarns: Reference is made to Mr. Vinson’s letter of April 17, 1959, 
and its attachment, a letter of the same date addressed to me relating to the 
appointment of a special subcommittee of the Armed Services Committee the 
jurisdiction of which is to make an objective inqury into the question as to what 
additional, if any, Wherry housing projects should be acquired by the three 
military departments. 

In connection with that portion of Mr. Vinson’s letter relating to you and your 
subcommittee joining with us in our deliberations, I wish to advise you that I 
have set a hearing on this subject for May 20, 1959. The number of hearings 
required can not, of course, be determined at this time. 

I trust that the date set for the bezinning of the hearings will be convenient 
for you and your subcommittee and I will look forward to your joining us at that 
time. 

Sincerely, 
Paut J. Kiupay, 
Chairman, Special Subcommittee on Aczuisition of Wherry Housing. 
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Mr. Kiipay. It has developed that beginning yesterday the House 
has under consideration S. 57, the general housing bill, reported to the 
House by the Committee on Banking and Currency and which was 
handled by Mr. Rains’ subcommittee of the Committee on Banking 
and Currency. 

This afternoon we will begin reading that bill for amendment. So, 
of course, that subcommittee is fully engaged in handling the bill on 
the floor of the House and it may be that they will not be able to be 
with us this morning. 

Should they or any of them be able to come, we will, of course, be 
very glad to have them, to participate with us in the hearings on the 
matter submitted to us by the chairman. 

In that connection I should note that this is a subcommittee of the 
Committee on Armed Services, appointed by the chairman of the 
Committee on Armed Services. And while members of the Committee 
on Banking and Currency are sitting with us, they will not have the 
right to vote. I want the record to show that we would invite them 
to participate fully in questioning and in discussion with reference to 
the matter submitted to us. 

Now, during the hearings on the military construction bill last 
March, Mr. Roland Boyd, counsel for the Wherry Housing Associa- 
tion appeared before the full committee to give testimony with re- 
spect to the acquisition of Wherry housing projects. 

It was the decision of Mr. Vinson at that time that the full com- 
mittee would not consider this matter, but at that time he promised 
Mr. Boyd that he would have an opportunity to appear before a sub- 
committee of the Armed Services Committee for the purpose of pre- 
senting testimony in this connection. 

Mr. Vinson did appoint the subcommittee which is sitting this 
morning and asked at that time that members of the Subcommittee 
on Housirg of the Committee on Banking and Currency be invited to 
join with the subcommittee. 

I repeat, in appointing the subcommittee, Mr. Vinson also defined 
its jurisdiction in this fashion, and I am quoting again from Mr. 
Vinson’s letter to me. 

I am appointing a special subcommittee with vou as chairman to make an 
objective inquiry into the question as to what additional, if any, Wherry housing 
projects, the acquisition of which are not mandatory, should be acquired by the 
three military departments. 

That is the end of the quotation. That, therefore, is the genesis 
of this subcommittee and the portion of Mr. Vinson’s letter which 
defines its jurisdiction. That is the limit of the jurisdiction of this 
subcommittee. 

Mr. Boyd is with us this morning. If you would come around and 
take a seat at the table, Mr. Boyd, we shall be glad to hear whatever 
statement you have for us. 

Mr. Boyp. Thank you. 

Mr. Chairman, before I make my statement, if it meets with your 
pleasure, I would like for Mr. Hub Hill, the president of the Wherry 
Housing Association, to introduce the Wherry people who are in the 
room. 

Mr. Kiupay. That will be satisfactory. And I might say, Mr. 
Boyd, if you have others with you whom you would like to have with 
you at the°table during the presentation, you may designate the ones 
you desire. 
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Mr. Boyp. Thank you, sir. 

Mr. Hii. Mr. Chairman. 

Mr. Kiupay. Mr. Hill. 

Mr. Hit. Ladies and gentlemen, it is a pleasure to be here. We 
are glad to have the opportunity of appearing at this hearing. 

I would like to call to your attention a few Wherry owners who are 
here in the interest of the hearings. 

Mrs. Shields, will you please rise? Mr. Ray Lindsey. Mr. Knott. 
Mr. David Muss. Mr. Davison. 

And, in addition to this, we have several attorneys who represent 
some of these owners present. 

Mr. Seltzer, Mr. Phillipson, and Mr. Joseph Wyatt. 

In addition to this, Mr. Partlow, who is an attorney here, with 
Mr. Carmack from Tennessee. 

Mr. Carmack. Thank you so much. 

Mr. Hixi. Thank you, Mr. Chairman. 

Mr. Kiipay. Thank you, Mr. Hill. 

Mr. Boyd. 

Mr. Boyp. Chairman Kilday, ladies and gentlemen: I first want to 
thank you for the opportunity of appearing before you. 

I realize more every day that I work on Wherry problems the 
difficult task that a Congressman has. We just study up the problems 
for Congress, but it is up to you gentlemen and lady to make the 
solution. 

I have learned that it is much easier to study up a problem than 
it. is to figure out the solution for that problem. 

My name is Roland Boyd. I live in McKinney, Tex. I am en- 
gaged in the private practice of civil law. I am general counsel for 
the Wherry Housing Association. The Wherry Housing Association 
is a voluntary, nonprofit organization consisting of the owners of most 
of the 82,000 units of Wherry housing located at 176 military instal- 
lations in the United States and its possessions. The association was 
originally formed as a media for the exchange of information and ideas 
to assist in the maintenance and operation of Wherry projects. 

On the first day of this session I wrote Chairman Vinson requesting 
that we be given an opportunity to appear before the Armed Services 
Committee. This hearing is an outgrowth of that request. We are 
grateful to you for the opportunity that you have given us to bring 
certain matters to your attention which vitally concern many of our 
members. 

First, I would like to diseuss for a moment a little of the history and 
background of Wherry housing. 

In the late 1940’s the military had an acute housing shortage. The 
Congress of the United States by act of August 5, 1947 (10 U.S.C. 
1270, p. 977) authorized the Secretary of the Army, when he shall 
deem it advantageous to the Government, to lease such real estate 
to such lessees, upon such terms and conditions as, in his judgment, 
will promote the national defense. 

The Congress by act of August 8, 1949 (Public Law 211, 8ist Cong., 
ch. 403) amended the National Housing Act (12 U.S.C.A. 1701 et seq.) 
by adding thereto title VIII, the military housing insurance law. 
This law authorized the Federal Housing Commissioner to insure 90 
percent mortgage loans, up to $8,100 per unit, for family housing at 
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military installations to relieve acute housing shortages; this law 
specifically provided that: 

No mortgage shall be insured under this title unless the Secretary of ‘Defense 
or his designee shall have certified to the Commissioner that the housing with 
respect to which the mortgage is made is necessary to provide adequate housing 
for such personnel; that such installation is deemed to be a permanent part of the 
Military Establishment, and there is no present intention to substantially curtail 
activities at such installation. 

In response to this demand and in accordance with this legislation 
a “cross section” of private industry came in and constructed 260 
projects at 176 military installations for a total of over 82,000 single 
family units. 

Now, in fairness to everyone that deals with statistics on Wherry, 
I think this statement should be made. ’ 

Each branch of the Government has a different method for comput- 
ing total numbers. 

If you are thinking about projects—FHA call each separate proj- 
ect—they count that as one. Well, some people in the military and 
we prefer to consider locations as projects. 

In other words, if there are 1,000 units at one place and there are 
two mortgages FHA would call that two projects. But we would 
call it one. Most people in the military would call it one. 

Also with reference to numbers of units: When we think of total 
number of units, we think of the number that were originally built, 
which was something like 85,000. Of course, there have been about 
3,000 of those that are in default. 

So, it depends on which way you are looking as to the total number 
you have. 

Another thing, when we look at a project, when we say how many 
units are in it, we count every housing unit. Sometimes the military 
do not count the housing units that our personnel occupy. 

So, in any of these statistics, if there is a little discrepancy, it might 
be attributable to those different methods of looking at the same 
thing. 

The plan for each of these houses either was approved by the 
military or was designed by military-approved architects on a $9,000 
estimated cost. The Secretary of Defense certified that these mili- 
tary installations were permanent, that these houses were needed. 
The Government, acting through local governmental agencies, which 
knew local building conditions, determined according to the prevail- 
ing conditions, whether they were willing to issue a commitment to 
insure a mortgage for $8,100 per unit on the project, after its com- 
pletion and acceptance. 

After the plans for the project had received military approval and 
the Government had issued a mortgage insurance commitment, then 
the owner had to provide interim financing. Many owners had to 
pledge all their other resources and lay themselves liable to being 
completely wiped out if unforeseen conditions arose which they coul 
not cope with. 

The construction of these projects was subject daily to rigid and 
continuous governmental inspection and approval. 

These 260 projects were constructed by a “cross section’ of a 
private American enterprise. Due to experience, efficiency, “luck”’ 
in material and labor cost, weather, coupled with the owner’s control 
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or connection with material sources, many were able to complete 
their projects for a cash outlay of less than the mortgege amounts. 

On the other hand, due to inexperience or bad luck in material 
and labor cost, or weather, coupled with unforeseen construction 
problems, many owners were compelled to invest substantial sums in 
order to complete their projects; others had to turn their projects 
over to other builders to get them completed; and were completely 
washed out by the undertaking. Most of these projects were com- 
pleted 6 or 7 years ago. 

On completion, the owners signed a promissory note for the full 
mortgage amounts. They executed mortgages on their projects to 
secure these notes. The mortgages provide for a 32 year-plus payout. 
The owners have an agreement with the Government whereby they 
can operate these projects and rent these houses—some for 50 years 
and others for 75 years—and may expect to receive up to 6% percent 
per year earnings returns on FHA estimate of total replacement 
value. The owners have a right to expect full occupancy. 

The great majority of these owners bound themselves in good faith 
and have tried diligently to discharge their responsibility in a clean 
and conscientious manner. I think every owner at the time he under- 
took his obligation in the matter had a dream that he could make some 
money on the construction and if he did not there, certainly on the 
operation of the project thereafter. 

It is an inherent characteristic with private American industry 
that if they cannot see a possible profit, they do not enter that field. 
This is the foundation of our greatness. That is the basis of our 
capitalistic system. 

If you consider the 82,000 units as a group, there is no other way 
that the Government could have secured the construction as quickly 
and obtained as much house for the money as they did under this 
program. 

If a mistake has been made in the program, it was the turning of 
ownership operation and management of military housing over to 
private industry. 

The military and private enterprise are not compatible in the field 
of ownership and management of military housing. 

If we face the facts, we must all admit that the military and private 
industry have difficulty getting along in military housing. 

Their primary objectives are different. Private industry is based 
on profit; without profit it perishes. 

The military are interested in having the best, happiest, most con- 
tented and strongest soldier, sailor, marine, and airman possible. 
Some concrete examples of this incompatibility are as follows: 

(1) At one housing project, due to troop movements, there were 
many Wherry units vacated. The owner wanted to fill the houses 
immediately with outer available approved military personnel; the 
commanding officer wanted to hold the units vacant for 2 or 3 months 
so as to have them available for a certain class of personnel which 
would arrive at that time. The owner was studying about the rents 
he would lose; the commanding officer was studying about military 
management. 

(2) One owner was notified that the cost of his utilities would im- 
mediately be increased by a substantial figure. ‘To apply for, justify, 
and secure a rent increase will probably take several months. There- 
fore, he will suffer a substantial loss. 
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(3)-At one installation the military applied to Congress for 60 
appropriated-fund houses because they were needed for personnel 
which were having to commute great distances to work, some consid- 
erably over 100 miles. The funds were appropriated for 30 houses, 
the houses built, and immediately 30 families were moved out of the 
Wherry projects into the appropriated-fund houses, and the people 
continued to commute, all to the material detriment of the Wherry 
owner. 

These are but a few examples of incompatibility. The basic strife 
comes from the fact that the military must have ‘“‘too much”’ if they 
want to continue to win wars; private enterprise must have ‘‘too 
little” if they want a healthy profit situation. The difference is 
inherent, it is through no fault of either. 

Construction of Capehart houses leaves the Wherry owner no 
choice. He must get out of the ownership and management of 
military housing. 

In 1956 with the exception of the 19 Wherry projects which were 
forced into default because they never had sufficient occupancy to 
permit a successful operation, the majority of projects were doing 
well; they were providing the serviceman a decent and adequate 
home for himself and family, at a rent he could afford to pay, which was 
much less than the same house would cost a civilian; the project 
owner was meeting his operating expenses and making his insurance 
and mortgage payments and making a reasonable profit on his 
undertaking. 

Except for the basic strife mentioned above, things were going 
reasonably well. Most projects had their 97 percent or above occu- 
pancy, which was the occupancy rate FHA had figured as necessary 
for most projects to function in a healthy manner. 

A few had less than 93 percent occupancy which was the breakin 
point as estimated by FHA, but by 1956 most project owners ha 
recovered from the shock that they had earlie rsuffered in seein 
many projects default for lack of tenants. Most owners had ent 
that by being doubly careful in the service they rendered their ten- 
ants they could keep their projects full in spite of the fact that under 
the law, servicemen were not required to live in Wherry houses. 

In this atmosphere the Capehart housing program got underway. 
Where Wherry had built only 82,000 units there were to be 200,000 
Capehart units built, and under the Capehart plan the military 
would manage and operate the houses and the serviceman would be 
ordered into the Capehart house. 

Facing this kind of competition for the future the Wherry owner 
could see no hope, other than to get out of the picture. 

If you had owned a 500-unit Wherry project which had a 95- or 
96-percent occupancy, and your houses had been built under the 
limitation of $9,000 per unit, and the project had to be main- 
tained, the mortgage amortized and your profit, if any, all had to 
come out of the low rent which was set by the Government; and it 
was announced that 300 units of Capehart housing was going to be 
built under a $16,000 per unit limit and that the serviceman was 
going to be ordered into the new house, what would have been your 
reaction? 

We have no doubt that it would have been any different than that 
of the average Wherry owner. But, be that as it may, the Wherry 
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owner decided he must get out of the ownership and management of 
military housing. 

About the time the Wherry owner learned what was facing him in 
the future he also learned that the military were sponsoring legislation 
which authorized acquisition of Wherry housing by the Government 
under a formula for price determination which, in many instances, 
would mean that the Wherry owner, not only could receive nothing 
for his property, but that he would have to pay the Government a 
sizable sum. To say that this realizing alarmed the Wherry owners, 
is indeed an understatement. 

Prompted by the natural instinct of self-preservation, Wherry 
owners individually and collectively started calling the facts to the 
attention of the Congress. 

In 1956 when you in Congress got the facts, you took prompt 
action. You refused to pass the confiscatory legislation and did pass 
Public Law 1020. 

When the situation was called to your attention, you, the Armed 
Services Committee of the House, and your counterpart in the Senate, 
refused to pass the confiscatory provisions, and the Banking and 
Currency Committees of both Houses passed Public Law 1020. 

By refusing to pass the provisions which would have been attempting 
to confiscate the Wherry property, you avoided probably 10 to 20 
years of litigation. You were recognizing provision of our Constitu- 
tion as interpreted by the courts: 

The Supreme Court in the case of Hallinger v. Davis (146 U.S. 314, 
36 L. Ed. 986) says that the due process of law provision of the 
Constitution is a limitation of the power of the Government, and in 
the case of Baltimore and Ohio Railroad Company v. U.S. (298 US 
349, 80 L. Ed. 1209) the same Court says the final determination of 
what constitutes due process of law, is with the judiciary. 

Courts are uniform in holding that any law, whether State or 
Federal, which takes away any of the essential attributes of private 
property is denial of due process of law as was held in the case of 
Wissner v. Wissner (201 Par. 2d. 626). The Supreme Court in the 
case of U.S. v. Central Pacific Railroad Co. (118 U.S. 245, 30 L. Ed. 
173), held that where certain sections of an act of Congress, taken 
together constituted a contract between the United States and a 
railroad company, the contract is binding on the United States, and 
it cannot without the consent of the company, change its terms by 
subsequent legislation. 

In passing Public Law 1020 Congress was recognizing that whatever 
rights the Wherry owner has were vested at the time his project was 
completed, accepted and all final papers signed. That the Govern- 
ment has certain contractual obligations which are binding upon it 
with reference to these projects. This means that the military, 
Congress, or no one else could take these vested rights away from the 
owner without his being paid therefor. Any legislation which 
attempted to do this would be held to be unconstitutional. The 
Federal Constitution (amendment 5F CA, p. 65), provides: 

Fey person shall be * * * deprived of * * * property, without the process 
of law; 


* * * nor shall private property be taken for public use without just com- 
pensation. 
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The Supreme Court in U.S. v. General Motors Corporation (89 L. ed. 
311), says that this amendment is addressed to every sort of interest 
the citizen may possess and that just compensation means the full and 
perfect equivalent in money of the property taken, and the owner is 
to be put in as good position pecuniarily as he would have occupied if 
his property had not been taken. 

The Court in the case of United States. v. 194, 717 square feet of 
land (60 Fed. Supp. 314) held a leasehold interest is independent of 
the fee and the owner thereof is vested with a right to compensation 
therefor. Again in the case of United States v. 542 acres of land (182 
Fed. (2) 787) the court held that the owner of the lease was entitled 
to “market value”’ therefor. 

Congress has determined that it is in the best government interest 
that Wherry housing be acquired: 

Typical examples of committee reports are as follows: 

1. The Banking and Currency Committee of the House on page 18 
of Report 313, 85th Congress, Ist session, 1957, said: 

Your committee believes strongly that Wherry housing on or adjacent to mili- 
tary bases should be owned and operated by the military department concerned. 

2. The Armed Services Committee of the House in Report No. 638, 
page 31, June 26, 1957, said: 

As the Armed Services Committee pointed out last year the savings to be 
effected are so large that it would be an unreasonable man indeed who would 
deny the wisdom of embarking upon this program of purchase. 

3. The Senate Armed Services Committee in Report 842, page 6, 
August 8, 1957, said: 

Recognizing that Wherry units would be in existence at military installations 
for perhaps the next 60 to 70 vears and that in many instances it would be desirable 
for the military departments to purchase them, Congress enacted permissive 
acquisition legislation in 1955. 

4. The Senate Committee on Appropriations in Report No. 980, 
page 11, August 15, 1957, said: 

It appears that the continued operation of these projects under the present 
conditions is excessively expensive to the Government, and that the best interest 
of the Government will be served if the military will proceed with dispatch and 
acquire these projects. 

5. The House Committee on Appropriations in Report 1009, page 6, 
August 6, 1957, said: 


These owners have businesses to operate and are certainly entitled to know 
what the plans of the Government are with respect to the acquisition of these 
projects. 

From the above it is so amply clear that Congress wants these 
projects acquired. 

There are many sound reasons for acquisition of Wherry: 

1. If the military so desire, it would permit a reduction in rents that 
the serviceman has to pay. 

2. It would resolve problems involving local taxes. 

I believe it was in the summer of 1956, the Supreme Court in the 
Offut Housing case ruled that these projects were subject to local tax. 

Public Law 1020 tried to make an offset if the project or the military 
were performing services that tax is usually paid for against those 
taxes. 
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Most States have taken the attitude that that provision of Public 
Law 1020 does not apply to them, that it is not constitutional so far 
as they are concerned. Many of them are now in litigation. 

Many States are insisting that they are going to collect every penny 
of the tax, irrespective of the fact that maybe the military and the 
project owner are furnishing garbage collection, they are furnishing 
police protection, they are furnishing fire protection, they are building 
streets, they are maintaining the curbs. 

Many of the States have taken the attitude that they are just 
going to collect the tax regardless. 

Of coure, if they do, it finally gets back that the tenant, the service- 
man, has to pay it. 

In the north and east there are certain projects, where that means 
an increase of $28 to $30 or $35 per month, on each unit. 

It is a serious problem. It is becoming more serious in some loca- 
tions as each month passes. 

3. It would permit alteration and repairs to bring some units up 
to appropriated housing standards. 

4. It would permit assignment of personnel to such units, and allow 
the military to more efficiently manage their housing establishment, 
in that they would have management and control of Wherry the same 
as they do old appropriated fund housing, new appropriated fund 
housing, and Capehart housing. This increased efficiency would cer- 
tainly aid troop morale. 

5. It would relieve fear of competition now experienced by prac- 
tically all project owners. Owners in order to protect themselves, feel 
that they must continually be alert as the military asks for appropri- 
ated fund housing or as Capehart is completed. They feel that as the 
number of Capehart units increases the military are going to favor 
those installations and that whether Capehart is “at or near” their 
location or not, their occupancy will suffer. 

They are disturbed by reports that Capehart has been canceled or 
deferred at many bases purely because the military did not want to 
acquire Wherry. 

6. It would reduce the chances of expensive litigation. Eighteen 
projects have defaulted. There are a few more which have never had 
sufficient occupancy to make it a successful operation. Some of these 
owners have tremendous investments in money, time, and effort in 
these projects. Two projects have already filed cases in the Court of 
Claims, doubtless many more will in the future. Acquisition would 
eliminate this litigation. 

7. Acquisition would resolve the problems brought about by the 
incompatibility of the military and private enterprise in the manage- 
ment of military housing. 

8. It would resolve the difficulty most Wherry owners are having, 
since the acquisition of some projects started, in keeping capable 
managers and other key personnel. Many owners are now forced to 
pay sizable bonuses in addition to adequate salaries. 

9. It would resolve the difficulty which arises because many 
prospective tenants are refusing to move into Wherry because they 
have heard of acquisition elsewhere and feel that their tenure would 
be temporary only. 

There have been many accounts in service newspapers about the 
Government going to acquire and alter and improve, and at some 
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bases the tenants have been expecting that now for 2 years. There 
are many complete and concrete examples of where tenants are refus- 
ing to move into a Wherry project for that reason. 

10. As the congressional committees have reported, it would be a 
wise investment for the Government to make, this is doubly so since 
they will be self-liquidating. 

11. Military operation would eliminate many costs that the Wherry 
owner must pay. 

Public Law 1020, 1956, 84th Congress, 2d session: Public Law 1020 
created the machinery for acquiring Wherry housing. It provided 
for mandatory acquisition of Wherry “‘at or near’ installations where 
Capehart housing was being constructed. It provided a formula for 
price determination in negotiation. This formula as it now stands 
says the price paid for Wherry in negotiation shall not exceed the 
Federal Housing Commissioner’s estimate of the replacement cost of 
the project as of the date of final endorsement of the mortgage insur- 
ance, less an amount necessary to bring the project to sound physical 
condition. This formula for price determination clearly places a limit 
on the price paid in negotiation much below the fair cash market value 
of the project as of the date the Government takes the property if the 
taking is accomplished by condemnation in the following respects: 

(1) The ceiling on the formula price is, as of the date of final en- 
dorsement of the mortgage insurance. This date was probably in 
1951 or 1952. Building cost has advanced on national average over 
20 percent since these dates, yet under the law, the Government can- 
not take into account this enhancement. 

(2) The law limits the amount to the Commissioner’s estimate of 
replacement cost, as of final endorsement for mortgage insurance. 
The only estimate the Commissioner ever made of the replacement 
cost was in the project analysis, before construction ever started, and 
in most instances this was from 1 to 3 years before the mortgage 
insurance was endorsed, which was after completion of the project. 

Building costs were advancing all during this time, yet the owner is 
deprived of this amount. Also, in many instances during construc- 
tion many difficulties arose, which were not anticipated by the Com- 
missioner, before the project was started. These added much to the 
cost, in some instances this amounted to over a million dollars. The 
Commissioner’s estimate does not reflect these increased costs. This 
is a further penalty of the owner. 

The Wherry owner understandably feels that he is entitled to the 
market value of his house as of the day it is taken and not as of 6 or 8 
years before. If the Government were taking the house the owner 
ives in, certainly they would pay the value when it is taken. Certainly 
the same principle should apply to the Wherry house; they are both 
private property; the same words in the Constitution apply to both. 

In spite of penalties which Public Law 1020 places on price of 
Wherry house, experience proves that most owners will sell by negotia- 
tion rather than by condemnation. 

In 1958 one branch of the military service announced a policy of 
acquisition of all Wherry housing located at their bases. For two 
sessions, Congress had made it evident that they wanted this done. 
The other two branches of the service have demonstrated very little 
pooenecs in acquisition of Wherry, and practically all this progress 

as been, not by negotiation but, rather, by condemnation. 
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Much strife has developed between the different branches of the 
military service and Wherry owners in acquisition under condem- 
nation. 

Mr. Chairman, if you will permit me to file my complete statement, 
I will not read that section at this time. I will supply copies for 
the record of the complete statement, and I will not read this section 
at this time. 

Mr. Kitpay. Which portion do you refer to, Mr. Boyd? 

Mr. Boyp. I refer to the section beginning on page 15: The strife 
that has developed between the franthes of the military service and 
the Wherry owner in acquisition under condemnation. 

Mr. Kiipay. Without objection, that will be included in the record. 

Mr. Boyp. All right, sir. 

(The portion referred to follows:) 


(1) Public Law 1020 gave the military the choice of acquiring the Wherry 
corporation by a stock purchase or by buying the housing asset only. 

If the stock of the corporation was purchased, the purchasers usually own all 
the corporation’s assets, including reserve for replacement funds, ete. But the 
Army chose to purchase the housing assets only, and not the stock, and in many 
instances have tried to get the reserve replacements, which clearly belongs to the 
corporation. 

(2) Wherry owners have been offered, through messengers, with no opportunity 
to negotiate, say $1.174.50 per housing unit for their property which their ap- 
praisers had told them was worth twice that amount. When the offer was 
rejected, condemnation was filed and the military and/or Justice Department 
would cause $335.57 per housing unit to be deposited in court as just compensation 
for their property. hen their property would be taken over, the income stopped, 
with refusal to release reserves for replacements, followed by months upon months 
of worry, heavy legal expense, travel, appraisal expense, on a crowded court 
calendar with the prospect that when the case is finally reached and tried both 
sides probably will appeal. 

The atmosphere is such that these Wherry owners can see no end to their task, 
expense, and strife. 

(3) Many Wherry owners whose cases are in condemnation have been called 
on by agents of the FBI for permission to check their books and records. The 
owner and his attorney hesitate not to open their books to them. Some that 
have, have had the agents then stay in their offices for weeks. This is embarras- 
sing to them and to their employees. Since the case is in court and the only 
question which the court is concerned with is present-day value of the property, 
they feel that this is not justified. I believe any impartial, disinterested person 
would have the same reaction. 

(4) Wherry owners who are not in the mandatory category know the military 
needs additional housing. They know that much is being built now and that 
more is planned. They feel that, say, 1 or 2 years from now, when much of this 
new needed housing is built at installations other than theirs, the military will 
favor the installations with new housing and that their occupancy will go below 
the breaking point. 


Mr. Boyp. Now we get down to the present status of Wherry 
acquisition. It is on page 16. 

I would like to show the committee charts that I have had prepared 
on this. I just got them—just a few minutes before I came out here— 
and I have not had time to check them. 

I think the basic information is pretty close to accurate. 

Now there are two ways to figure percentages and there are two 
ways to get the present status on aie One would just be to 


consider the number of projects and the other would be to consider 
the number of housing units. 
Now the committee might recall—is that better, Mr. Chairman? 
Mr. Kiupay. I think all the committee can see it. 
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Mr. Boyp. The committee might recall that, in the earlier hearing 
before this committee, we had a chart that was just the number of 
projects, and we were asked questions about the number of units. 

Mr. Kitpay. Mr. Boyd, I believe it would be helpful to some of 
you at least if you read the headings of the various columns. I 
cannot make it out. 

Mr. Boyp. All right, sir. [Reading:] 


Status of Wherry Acquisition as of May 1, 1959. 


Now the heading of these columns over here. This is ‘Branch of 
the service.” This is ‘Total number of projects.’”’ That is our 
method of saying what a project is. We like to consider a location 
as a project. 

Now this is ‘‘ Number of projects acquired by negotiation.” 

This is “‘ Number of projects placed in condemnation.” 

This is the number of projects still owned by private enterprise. 

Now let’s go across. 

The Air Force, to our way of figuring, had 62 original projects: 
They have acquired 42 of them by negotiation; they have placed 12 
of them in condemnation; and they have 8 left. 

Now the Army originally had 56 projects: They have acquired 3 
by negotiation; and they have placed 18 in condemnation. They 
still have 35 projects in private enterprise hands. 

The Navy originally had 64 projects: They have acquired 12 by 
negotiation and placed 9 in condemnation. There are still 43 owned 
by private enterprise. 

Of a total of 182 projects, 57 of them have been acquired by nego- 
tiation; 39 have been put in condemnation; and 86 still remain in 
private hands. 

Now, let us look at the same situation, but using ‘‘ Number of 
housing units” in place of ‘‘Numbers of projects.’”” You have the 
same headings here, except it is ‘‘ Total number of units,” and so forth. 

The Air aes originally had 37,103 units: They acquired 23,000 
by negotiation; they put 8,515 into condemnation; and they have 
5,588 units in Air Force projects which are still in private hands. 

The Army originally had 22,248 units: They have acquired 3,300 
by negotiation; they have put 11,109 into condemnation; and there 
are 7,838 units in the Army which are still in private hands. 

The Navy originally had 24,503 units: They have acquired 5,555 
by negotiation; they have put 4,211 in condemnation; and there are 
still owned by private enterprise 14,737 Navy housing units. 

Now, let’s interpret a little of that basic data. 

This is chart No. 1—the percentage of Wherry units still owned by 
private enterprise or in condemnation. 

Looking at it from our people’s standpoint—we are not out of the 
picture just because we are in condemnation. Now it is true that 
technically the title to our property has passed, but we are engaged 
in a long and expensive litigation. 

We know that the main thing that has happened to us is that our 
income has been stopped, the title technically has passed to the Gov- 
ernment, and we face a tremendous task ahead of us. 

Mr. Kitpay. Of course, in addition to the title, the Government 
has actually taken possession in all instances. 

Mr. Boyp. Yes, sir. 
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Mr. Kitpay. And the income is now going to the Government, 
and not to you. 

Mr. Boyp. That is exactly right. And there are many owners, 
Mr. Chairman, that find themselves in such weakened financial posi- 
tion that they cannot protect themselves. Now I say that is so in 
every case. It is so in every case except one. Down in Virginia, the 
Court looked into the matter, as to the way it was handled, and ordered 
the Government to put the title back to the owner. In that case—— 

Mr. Kinpay. How many condemnations are pending? 

Your list shows 39 projects placed in condemnation, but it does not 
say how many are still pending. 

Mr. Boyp. All right. There are seven of them that have been 
tried to the point of price determination. There are two more in 
which the evidence is closed, but an award has not been made. 

Another trial starts next Monday. In the next several months 
there will be many trials. 

Mr. Kitpay. What is the total still pending in condemnation? Do 
you have the figure offhand? 

Mr. Boyp. Yes, sir; [ can give it right here. 

Mr. Kiupay. I do not mean the number 

Mr. Boyp. All right. There are 39 that have been filed. 

Mr. Kiupay. Yes. 

Mr. Boyp. All of them are still pending except nine. 

Mr. Kiipay. Oh, the nine are all that have been disposed of? 

Mr. Boyp. At this time; yes. 

Mr. Kiipay. So there are 30 cases pending. 

Mr. Boyp. That is right. 

Mr. Kixipay. That is what I wanted. 

Mr. Boyp. Now seven of those, seven of the nine have had price 
determination. In two of them the evidence is concluded, but they 
have not reached the point of price determination. 

Mr. Kiupay. Go ahead, Mr. Boyd. 

Mr. Boyp. Now, looking at it from our standpoint. 

As long as we are in court, why we are still in the picture: Now there 
are only 38 percent of the Air Force projects which have gotten out of 
the situation. I mean, there are 38 percent of the Air Force—per- 
centage of Wherry units still owned by private enterprise in con- 
demnation. 

There are 85 percent of the Army projects that are still very much 
of concern, and this is after 2 or 3 years. 

There are 77 percent of the Navy projects, after 2 years or 3 years of 
expense and worry, that are still just about as involved as they ever 
were. 

Now this is chart No. 2: Progress made by each branch of the 
military service in getting private enterprise out of the military hous- 
ing ownership field without resort to courts. 

Up to now, the Air Force have gotten 68 percent out without resort 
to courts. The Army have gotten only 5 percent and the Navy only 
23 percent. 

Chart No. 3: Progress made by each branch of the military service 
in getting private enterprise out of the ownership of military housing 
both by negotiation and condemnation. 

If we say ‘‘Well, the title is gone, therefore we are out,” then the 
Air Force have gotten 85 percent of their’s out; the Army has only 
gotten 65 even with that interpretation; and the Navy only 40 percent. 
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Now, based on the first table—and saying that the pattern hereto- 
fore established will continue to the end—the additional time required 
to take private enterprise out of the ownership of military housing 
based on progress made from passage of Public Law 1020 until May 1, 
1959, it will take the Air Force 1 year and 4 months to complete their 
task. It will take the Army 48 years and 7 months. ([Laughter.] 

[ do not believe some of my clients can last that long. I know I 
can’t. [{Laughter.] 

Mr. Kitpay. I doubt that the committee would be around. 
[Laughter.] 

Mr. Boyp. One of my earlier Wherry clients suggested a year ago 
that I start making an extra carbon copy of all correspondence and 
sending it to my son in college. [Further laughter.] 

I should start educating him in these problems. 

According to the pattern heretofore established, it will take the 
Navy 11 years 11 months to complete it. 

Now, we mentioned a while ago the cost increase. 

This is chart No. 6. Now these are Department of Commerce 
business statistics: The increase in construction cost from 1951 to 
1958, average of 30 cities; it has increased 28 percent. Atlanta, Ga.: 
The increase is 32.7 percent; in New York it is 34.6 percent; San 
Francisco, it is 28.3 percent; in St. Louis, it is 27.9 percent. 

Now experience has proven—I have two other charts there, but 
there is a part of this statement I would like to make before I get 
to those charts—experience has proven that if an acquisition program 
is properly administered from 80 to 85 percent of the property will 
be acquired by negotiation. 

In the field of eminent domain—that is the acquisition of private 
roperty for a public purpose—I know of no agency on earth that is 
etter qualified and has more enviable record for fair and honorable 

dealings than the U.S. Army Corps of Engineers. I have opposed 
them many times in the courtroom. I have always found them to be 
able and diligent. In looking for standards to measure programs by, 
I do not believe you will find any more realiable than theirs. The 
‘Real Property Appraiser’s Handbook—U.S. Army Corps of Engi- 
neers—October, 1955’’ on page 4 says: 

An owner, if he wishes, for any reason, has every right without prejudice, to 
have his land price fixed by judicial determination by the U.S. Federal court in 
condemnation proceedings. In a project of hundreds of tracts, for example, if 
95 to 100 percent of those with merchantable titles were optioned through negotia- 
tions, the high percentage might indicate the probability of the appraisals being 
too high. In such an example, in the neighborhood of 80 to 85 percent optioning 
by negotiation may be considered more nearly to reflect the average general public 
acceptance of a sound appraisal program reflecting, in the full sense of the term, 
fair market values as of dates of takings. 

If the pattern heretofore established continues, not a single branch 
of the military service in the acquisition of Wherry. will have come 
up to the standards set by the Army as being a proper administration 
of an acquisition program; two of them will be miles away from that 
standard. 

The results being produced by failure to have a uniform acquisition 
policy properly and diligently administered. 

I would like to omit reading that section, Mr. Chairman, and file it. 

Mr. Kitpay. Without objection, it will be included in the record 
at this point. 
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(The portion of Mr. Boyd’s statement referred to follows:) 


1. The attitude of the Government in not seriously attempting to settle by 
negotiation and filing condemnation is causing both sides to spend tremendous 
sums of money on appraisal fees, attorneys’ fees, travel, court cost, court report- 
ers, ete. It has been estimated that some Wherry trials are costing over $100,000. 

2. The Government is having to pay out tremendous sums of money on interest 
due to its rigid policy of making ridiculously low offers and deposits into court. 
The law compels that the owner receive 6 percent interest on the difference between 
the se and the amount he ultimately receives. 

3. Many owners, where their project is their only asset, are in such weakened 
financial condition due to the manner in which the Government controls their 
tenants or lack of tenants, their rents, and their houses, that they cannot marshal 
enough financial strength to go into the kind of legal war that apparently is neces- 
sary; therefore, they cannot negotiate from a strong position. As a result they 
must take what they are offered, regardless of how ridiculous the figure might be. 

4. Many builders who have projects in one branch of the service, who have lived 
up to their obligations earnestly and honestly, have seen one branch of the service 
pay 2,000 per unit for equities in houses which are comparable to theirs and then 
be offered $500 per unit for theirs. 

Owners in the same category, who through no fault of their own cannot protect 
themselves in court, see courts say that a house that is comparable to theirs is 
worth $2,100 or $2,600 per unit equity. 

5. Owners, some of whom are second and third generation builders, know that 
it is basic in determining the value of a building, if the building is well adapted to 
the real estate, to determine that value by figuring present day replacement cost 
and then subtracting depreciation from it; are upset when they hear and see the 
Government take the position that they own nothing except “right to income,” 
when they and their wife signed notes to get the money to build the houses, many 
investing large sums of money in projects. They signed mortgages on the houses 
to secure the repayment. They have the right to remove the houses at the end 
of the lease; they have the responsibility to operate and maintain the house, and 
some of them even own the land in fee simple. Since the Government controls 
the income, they feel that the situation is analogous to the child who shot his 
mother and father and then pleaded for mercy because he was an orphan. 


Mr. Boyp. What is happening with Wherry at the courthouse? 

I would like to omit that for the time being and go to the 

Mr. Kiipay. Do you want that placed in the record, or will you 
come back to it? 

Mr. Boyp. Yes, please. 

Mr. Kinpay. Without objection that portion will be placed in the 
record at this point. 

(The portion referred to follows:) 


1. Two Federal courts have found that the Federal Government was not acting 
in good faith with reference to the deposits that were put up when the property was 
taken over. One court has entered judgment ordering the property turned back 
to the owner and the Government to account to the owner for rents and revenues on 
the project for many months. This case was recently affirmed by the circuit 
court of appeals. When this type of procedure was called to the attention of 
Congress last session, they passed H.R. 3368 which would protect the owner of 
private property if the Federal court found the Government was not acting in 
good faith. This legislation was vetoed. 

2. There is still considerable litigation concerning section 511 (the ad valorem 
tax section) of Public Law 1020. It will be recalled that the Supreme Court in 
the spring of 1956 in the Offutt case ruled that Wherry was subject to ad valorem 
taxes, so Congress put in this section allowing credit off for service rendered by 
the project and installation which was usually paid for with ad valorem taxes. 
Many States refuse to recognize the constitutionality of this law and much litiga- 
tion has ensued. 

3. One case has been filed in Federal court alleging the military installation 
deliberately prevented their personnel from living in the Wherry project. Accord- 
ing to our last information the case was still pending. 

4. Two Wherry cases have already been filed in the Court of Claims and appar- 
ently several more will go there in the future. 
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5. Seven Wherry condemnation cases have reached the point of trial court price 
determination. 

Mr. Boyp. What are the courts saying about the value of Wherry 
property? 

Seven Wherry condemnation cases have proceeded to the point that 
they have trial court determination of value. One of these cases was 
tried before a judge, it resulted in an amount very near what the 
formula in Public Law 1020 would have given. Three more were 
tried before commissioners, one determined the price to be at approxi- 
mately the formula and the other two determined it to be several 
hundred dollars above. Three cases have been tried before juries, 
two set the price at many hundred dollars above the formula price 
and the other at a figure approximately $200 below the formula. 

To summarize results of the seven trials, six gave formula or above 
and only one determined the price to be below formula, and even this 
price, although below the formula, apparently was above the highest 
offer in renegotiation. 

Now, I would like to call the committee’s attention to chart No. 7. 

Now, this is based on equity price per unit. 

Mr. Kixpay. Just a second, Mr. Boyd. Let us see if we can get 
the chart a little closer. 

Mr. Boyp. Yes, sir. 

Mr. Kixpay. I am glad to see that none of the rest of them can see 
it, either. 

Mr. Boyp. Is that close enough? 

Mr. Kitpay. Can you see, Mr. Wampler? 

Mr. Wampter. Yes. 

Mr. Boyp. Can you see, Mrs. St. George? 

Mrs. Sr. Grorace. Yes. 

Mr. Boyp. Value of Wherry property as determined by U.S. court. 
Over here in this is the location. 

‘ This column is the location of the projects where these trials have 
een. 

This Chanute Field, Ill., was the first one. Now that is White 
Sands, N. Mex., which was the second one. 

Fort Benning, Ga., the next one; Redstone Arsenal, Ala., was the 
next one; Travis Air Force Base, Calif., the next; Fort McClellan, 
Ala., the next; and Hamilton Air Force Base, Calif., the last one. 

Now, these are the number of units at those projects: 800, 300, 800, 
120, 980, 140, and 500. 

Now, this is the branch of the service. 

Chanute Field, Air Force, White Sands, Army. Right on down. 

Now, this was how the trial was held. Chanute was by a judge. 

White Sands——— 

Mr. Kripay. Let me suggest, Mr. Boyd, that you go across for 
Chanute. I think it will be easier for us to understand it. 

Mr. Boyp. All right. 

Chanute Field, an Air Force project. The first trial was held by 
a Federal judge in Danville, Ill. 

Now, before condemnation, the Air Force had made no offer to the 
owner, according to the owner’s attorney, in his statement to me. 

Now the formula price, so the owner’s attorney replied in the letter 
to me, was between $900 and $1,000. So, I put it at $950. That is 
per unit. 
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Now, the court awarded $1,193 per unit. -The case is now on appeal. 

Mr. Kinpay. The Government appealed? 

Mr. Boyp. The Government appealed. I am not sure but it is 
say the owner was also appealing. I am not positive about that. 

ut I am sure that the Government is appealing. 

Now, White Sands Proving Ground. It is an Army project. 
Tried before a commission. The highest firm offer before condemna- 
tion was $960. Now, I am supposed to have the formula price in a 
wire this morning, but it did not arrive. The award, $1,872.34 per 
unit, It is on appeal. 

Fort Benning, Army, tried before a jury, at Columbus, Ga. The 
highest per unit firm offer before condemnation was $1,174. The 
formula would have given them $1,690. The jury awarded $2,714.35. 

Redstone Arsenal, Ala. Army project, tried before a commission. 
The highest per-unit firm offer before condemnation was $833. The 
formula price would have given them $1,910. The commission 
awarded $2,190. 

Travis Air Force Base, Calif., a jury trial. The owner says that 
no firm offer was made before condemnation. The formula price 
would have been about $1,483 per unit. The jury awarded $1,275.51. 

Fort McClellan, Ala., an Army project. Tried before a commission. 
The highest firm offer was $1,000 per unit. The formula price would 
have been about $1,200. The award was $1,832. 

Hamilton Air Force Base, Calif. Tried before a jury. And this 
trial was just over about a week or 10 days ago, where some of these 
others had taken 2 or 3 months, that only took about a week. The 
highest firm offer before condemnation was $1,400. The formula in 
that case would have figured $1,400. The jury awarded $3,640. 

Mr. Kitpay. Now, in that instance, the Wherry owner was not 
willing to accept the formula. 

Mr. Boyp. That is right. He owned the land in fee simple. And 
you know the formula goes back to the commissioner’s estimate, 
and that is in the project analysis before the project is ever started. 
Well, many of these owners ran into things that cost them a fortune, 
that under the formula they cannot get any credit for. 

Mr. Kiupay. Well, under the provision of the statute, the Govern- 
ment could not have offered them more than the formula? 

Mr. Boyp. No, sir. 

Mr. Kixpay. It is worded “shall not exceed.”’ 

Mr. Boyp. That is right. 

Mr. AreNps. Have any accepted the formula price? 

Mr. Boyp. Yes, sir. 

Mr. Hr, A high percentage. 

Mr. Kixipay. But I understood Mr. Boyd’s testimony that generally 
the industry would accept the formula price, even now, notwithstand- 
ing the disparity between the formula. 

Mr. Boyp. I will say at this time most of them would, but, Mr. 
Chairman, I cannot say that 2 months from now they would, because 
I think we are batting about 1,000 percent. 

Well, we got a good batting average, I will say that. We think it 
is in our favor, but most of them do not want to go to court. 

Mr. Kixupay. You go ahead with your statement, Mr. Boyd. 

Mr. Boyp. Now, I would like to call your attention to this. Every 
one of them are being appealed. 
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Mr. Kiupay. Nobody is out. 

Mr. Boyp. Nobody is out. 

That is the reason that most of them would accept the formula and 
settle. 

So, it appears at this time, based on experience to date, that if 
Wherry wants to hazard the journey, she can proceed to trial with 
fair assurance that the odds are decidedly in her favor of getting more 
than the formula. 

Now, one other point and then I will close. 

In order to study the military housing situation and the problems 
in connection with Wherry, we think that you must study the relative 
locations of Wherry and Capehart projects. 

It will be remembered that most Wherry projects were completed 
about 5 years ago and they were located at the then certified perma- 
nent military installations. Now 244 projects of Capehart housing 
consisting of 91,367 units are now in the mill, these also are supposed 
to be located at permanent installations. Isn’t it natural to assume 
that they would be located at the bases which 5 years ago were sup- 
posed to be the most important permanent bases? But this is not 
the case. Most Capehart is located at other bases. 

Now—shall I bring that closer, Mr. Chairman? 

Mr. Kixpay. No, | think we can see that. Can the members see it? 
We can’t read the last column. 

Mr. Boyp. This is chart No. 5—Wherry-Capehart relative locations. 

Now, we will first stand at a Wherry location and look and see 
where Capehart has been placed. 

Of our units, we have now 43,550 of our units where there is no 
Capehart there. 

We have 41,705 units at bases where there is Capehart. 

In ther words, 51 percent of our units are located where there is nu 
Capehart; 49 percent of our units are located where there is Capehart. 

Now, let us look at Capehart with reference to Wherry; 58,514 
Capehart units have been located at places where there is no Wherry, 
and only 32,854 of them have been located where there is Wherry. 

In other words, in the now location of what is supposed to be the 
important permanent bases as compared with the location, under the 
same instructions you might say, but a few years ago, there are 64 
percent of these that are not put at those bases that were supposed 
to be permanent just a few years ago. Only 36 percent of them 
have been. 

That disturbs us for this reason: Now, Public Law 1020 as it now 
stands protects us from that Capehart project that is put at our 
installation, you might say, across the street from us. But we were 
built on a limitation of $9,000. 

We were told that the only object for us building houses was to 
supply the serviceman with a good house at an extremely low rate. 

Now, you do not have those limitations in Capehart. 

Now, we say it is only human nature that when you get 100,000 
Capehart units built—they are built on a $16,500 limit. They are 
larger. They are more modern. We say it is only human nature 
that the military are going to favor the bases where those are, and 
they are competition to our projects, even if they are located 500 
miles away. 

We think the Wherry at these bases where there is no Capehart— 
we think that in the future that occupancy is going to suffer. 
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(The portion of Mr. Boyd’s statement not read follows:) 

It will be noted that 69 percent of the Capehart projects comprising 64 percent 
of the units are located at bases where there is no Wherry and that only 31 
percent of the projects comprising 36 percent of the units are located at bases 
which a few short years ago were considered to be the most important and most 
permanent bases. The alert Wherry owner is startled by this realization. 

He knows that it is but human nature for the military to favor the bases with 
the most, biggest and newest houses. He knows full well that under Capehart 
personnel are ordered to occupy. He rightly considers Capehart as competition 
regardless of whether it is located across the street or 1,000 miles away. He has 
no choice but to get out of a field in which he was not only invited but urged to 
enter. He realizes that the Government should own and operate all military 
housing. 

Why is additional legislation necessary? 

If the three branches of the military service following a uniform policy in 
administering Public Law 1020, new legislation would not be necessary. But 
they are not. 

What new legislation is needed? 

At an official meeting of the Wherry Housing Association held in January of 
this year, a resolution was passed without a dissenting vote requesting the 86th 
Congress to pass legislation which will accomplish expeditious and just acquisition 
and the following recommendations were made: 

1. Provide for accelerated mandatory acquisition of all Wherry housing projects. 

2. Clarify the law to make it possible to negotiate to a fair settlement. 

3. Provide, where trials are necessary, for expeditious determination of ‘just 
compensation.” 

4. Provide for adequate consideration of today’s replacement cost in deter- 
mining ‘‘just compensation.” 

We sincerely hope this committee can assist us in getting out of the field of 
ownership and management of military housing. 


Mr. Boyp. Now, Mr. Chairman, there are several subjects that I 
have not discussed, that we invite your questions on. 

1. Construction profit and construction loss in Wherry houses. 

2. Three years search fails to produce a definition of the word 
““windfall.”’ 

3. Wherry law served its purpose. 

4. In many respects Capehart law is improvement over Wherry 
law. 

5. Why isn’t the Wherry owner entitled to enhancement in value 
of his houses? 

6. Our idea as to basic error in original Wherry law. 

7. Chief complaints of Wherry trial attorneys about Government’s 
method of attempting to prove value of a Wherry house. 

8. There is no Government money in a privately owned Wherry 
house until and unless it defaults. 

9. Many Government employees consider it a crime for private 
enterprise to realize a profit. 

10. There is a situation in history which is parallel to Wherry. 

11. The Wherry Housing Association does not condone chicanery in 
any form. 


Now, Mr. Chairman, we have some color slides of a few Wherry 
housing projects. We would like to show the committee those slides 
at your pleasure and convenience. 

Mr. Kitpay. Well, Mr. Boyd, the committee will want to hear at 
least some of these topics that you have mentioned but at this time 
are you in a position to give us what your view is as to legislation that 
may be necessary, briefly rather than in detail? 

Mr. Boyp. Yes, sir. 
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Mr. Kitpay. Because Secretary Bryant is here this morning. We 
are going to have to go to the floor immediately because there are two 
rollcall votes put over from Monday. Of course we have to be there. 
I would like to hear him this morning. I do not believe his statement 
is very long. We will have a more detailed statement from the 
Department later. 

Mr. Huppueston. Mr. Chairman. 

Mr. Kizpay. Mr. Huddleston. 

Mr. Huppueston. Before you proceed, Mr. Boyd, I wonder if you 
could provide the subcommittee members with copies of your state- 
ment? Parts of it you went over pretty rapidly. 

Mr. Boyp. Yes, sir. 

Mr. Huppieston. They have not been made available. We would 
like to have them. 

Mr. Boyp. Yes, sir. It will be done immediately, Mr. Huddleston. 

Mr. Kinpay. I think—just off the record, for the committee. 

(Discussion was off the record.) 


Mr. Boyp. Mr. Chairman, looking at the basic things in legisla- 


tion, we feel this way: No. 1, we feel it should be made mandatory to 
acquire Wherry. 

Now, we think that Wherry should be acquired, most of it, by ne- 
gotiation. 

We believe that, if the military offer the formula price and make a 
conscientious effort to settle by negotiation under the formula, that 
95 percent of our people at this stage will sell, under that formula. 
Now, of course we also feel like we are entitled to present-day values, 

Now, if there is anything that could be done that would expedite 
the matter, why, then, that is what we would like to see done. 

The provisions that are in S. 57 that is now on the floor of the 
House—I understand that those provisions have been taken out and 
the question now rests with this committee. 

Mr. Kiunpay. I believe Mr. Rains would move that they be taken 
out on the floor. 

Mr. Boyp. Yes, sir. 

We think the legislation that has been proposed for the last 3 
years comes as close to accomplishing what should be done as we have 
ever seen. 

Now, with reference to any of those other topics, why, we will make 
ourselves available at any time to discuss them or to furnish informa- 
tion. 

Mr. Kitpay. Mr. Boyd, you will remain with us? 

Mr. Boyp. Yes. 

Mr. Kitpay. Through the hearings? We will not be able to meet 
this afternoon, under the rules of the House 

Mr. Boyp. Yes. 

Mr. Kitpay. But we do plan on meeting again tomorrow, at 10 
o’clock. 

So, if you will remain available, I believe at this time we would 
like to hear Secretary Bryant. 

Mr. Boyp. Yes. Thank you, sir. 

Mr. Kinpay. Mr. Secretary, will you come around? 

Mr. Bryant. Thank you, Mr. Chairman. 

As the chairman indicated, my paper here is rather brief, for the 
reason that I simply wanted to set the stage, so to speak, for a more 
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detailed presentation later by a member of my office, Mr. Arrington, 
who is the Chief of our Family Housing Division. 

With that introduction, therefore, I will proceed. 

Mr. Kitpay. Go ahead with your statement, Mr. Secretary. 

Mr. Bryant. I, of course, welcome this opportunity to appear 
before you today to outline progress under the Wherry acquisition 
program-and to summarize for you the current views of the Depart- 
ment of Defense. 

As Assistant Secretary of Defense for Properties and Installations, 
! am responsible for the fields of military construction, reserve forces 
facilities, real property management, and family housing. 

My office is charged with maintaining a constant surveillance over 
these aspects of defense activity, and with an annual review of mil- 
itary department requests for construction and acquisition of a wide 
variety of facilities. These requests are screened with a view toward 
rigorous elimination of nonessential items and reduction of the total 
program to a scope which can reasonably be funded within the overall 
defense budget. Every item which is approved must be of sufficient 
urgency to compete with high priority items such as missiles. 

One of my principal concerns during the past 3 years has been the 
acquisition of Wherry projects. I have endeavored to see that the 
leg'slation has been administered in accordance with the intent of 
Conzress, and as expeditiously and fairly as possible in the light of all 
relevant factors. I believe we have accomplished a great deal. As 
the record will show, of the 83,742 Wherry units built for military use, 
55,566 had been acquired as of April 30, 1959, and another 5,216 units 
are scheduled for acquisition prior to the end of this fiscal year. 

In addition, the military departments plan acquisition of a further 
10,137 units during fiscal year 1960, for a new total of 70,919 units or 
almost 85 percent of the total program. 

There will remain about 13,000 units for which acquisition is not 
contemplated. However, 4,784 units have gone into default, and 
title either has been, or will be, acquired by the Federal Housing 
Administration. 

Oi these, 634 units—three projects—have been, or are being ac- 
quired by the military departments. It will, therefore, be seen that 
only 8,673 units—34 projects, or about 9 percent of the original 
program— are scheduled to remain in the hands of sponsors subsequent 
to fiscal year 1960. 

Mr. John Arrington, Chief of our Family Housing Division, will 
give you a comprehensive and detailed report on the Wherry program, 
from the development of the initial legislation in 1949, through the 
enactment of the requirement for mandatory acquisition in 1956, up to 
the present time. 

I believe thai you will be inierested in noting from this report just 
what commitments were made by the military departments to the 
FHA for the purpose of obtaining mortgage insurance for these proj- 
ects. These certifications to FHA were the only commitments made 
by the Department of Defense, and by their very careful and limited 
phrasing should have made clear to all concerned that there was an 
element of “business risk’’ in the construction of the Wherry projects. 

With regard to net loss to the Federal Government, the record 
shows that the FHA mortgage insurance premiums which have been 
collected are more than double the potential losses on projects which 
have gone into default. 
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The Department of Defense is opposed to any broadening of the 
existing legislative requirement for mandatory acquisition. We feel 
that the substantial acquisitions to date, together with the 15,000 
units scheduled for acquisition through fiscal year 1960, should 
adequately protect the interests of those Wherry sponsors who are 
threatened by competition from new military construction. We 
anticipate that additional acquisitions may be scheduled in the future, 
either mandatory ones resulting from future Capehart authorizations, 
or additional permissives resulting from specific local conditions. 

Briefly, our policy on the permissive acquisition of Wherry projects 
may be summarized as follows: 

Within the limits of available funds, where the project is in reason- 
able physical condition, and where continued military requirements 
are sufficient to assure full occupancy, it is Department of Defense 
policy to support permissive acquisition of Wherry projects. 

(1) Where such action is desired for administrative reasons. 
(2) Where such action is necessary to avoid undue hardships 


to tenants, resulting from rent increases due to taxation, or other 


causes. 

(3) Where voluntary occupancy is so low as to jeopardize con- 
tinued operations by the private owner, and acquisition will per- 
mit substantially better utilization of the project. 

The above policy is based on a careful evaluation of the acquisition 
program to date, and we feel it will enable us to take appropriate 
action on a case-by-case basis. 

I shall, of course, be glad to answer any questions the committee 
may have relating to the views and policy of the Department of 
Defense. 

Thank you. 

Mr. Kiipay. Thank you, Mr. Bryant. 

Just one second, please. 

Mr. Bryant. Pardon? 

Mr. Kixpay. One second. 

Mr. Bryant. Yes, sir. 

Mr. Kiupay. You state “There will remain about 13,000 units for 
which acquisition is not contemplated.” 

Mr. Bryant. Yes. 

Mr. Kinpay. Would you give us the reason for that decision by the 
Department? 

Mr. Bryant. Briefly, sir, that is this: Those at the present time 
are located at installations, military installations, where we are ade- 
quately provided with housing, including proper operation of the 
Wherry houses, and where we do not contemplate building Capeharts 
which would make mandatory the acquisition of these otherwise volun- 
tary units. That is briefly the reason. 

Now, as I explained, or meant to at least, we may buy some of those 
for some of the reasons that exist within the policy that I read. We 
may be obliged to buy some more of them if we ever do build Cape- 
harts at or near those particular Wherry projects. 

Sag not sure that I have answered your question but that is essen- 
tially it. 

Mr. Kitpay. Perhaps that is a detail that Mr. Arrington should 
give us later. 

Can you tell us whether there are any abandoned military bases 
included in that 13,000? 
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Mr. Bryant. No. 

Mr. Kixipay. You cannot tell us? 

Mr. Bryant. There are none to my knowledge. 

Mr. Arrineton. One, I believe. 

Mr. Bryant. One? 

Mr. Arrineron. Yes. 

Mr. Bryant. One abandoned? 

Mr. Arrineton. Yes, in the defaulted category I think there is 
one installation which has been closed and that is a Navy installation 
in Puerto Rico, I believe. 

One deactivated installation. 

Mr. Kitpay. One deactivated installation. 

Are there any questions of the Secretary? 

Mr. Huppueston. The Wherry project is in default at that loca- 
tion? 

Mr. ARRINGTON. Yes. 

Mr. Wampter. That, sir, involves how many units? 

Mr. Arrineton. That is Henry Barracks, Puerto Rico. It is an 
Army project. I stand corrected. It involves 74 units. 

Mr. Kiutpay. Any other questions of the Secretary? 

Mr. Arenps. Mr. Secretary. 

Mr. Kinpay. Mr. Arends? 

Mr. Arenbs. The 13,000 units for which acquisition is not con- 
templated, we might say are surplus, right? 

Mr. Bryant. No. I would not say that. They are not contem- 
plated to be purchased for a variety of reasons, Mr. Arends. One 
would be that they are doing a perfectly acceptable job at the present 
time for the installation, and we see no particular need to acquire it. 
There is a difference of opinion we see here as to whether or not the 
military ought to buy housing simply because it is used by the mili- 
tary and built by private enterprise. Actually it is not any cheaper 
for the Government to acquire and operate these Wherry units than 
it is to have military personnel occupy them under private ownership. 
As long as the circumstances in any given case are smooth, we do not 
see any particular need for exercising this voluntary privilege. 

Mr. Kitpay. Thank you, Mr. Secretary. 

Mr. Bryant. Thank you. 

Mr. Kitpay. Now the committee will adjourn until 10 o’clock 
tomorrow. 

(At 11:45 p.m. the subcommittee adjourned until 10 a.m., Thurs- 
day, May 21, 1959.) 


House oF REPRESENTATIVES, 

CoMMITTEE ON ARMED SERVICES, 
SPECIAL SUBCOMMITTEE ON WHERRY ACQUISITIONS, 

Washington, D.C., Thursday, May 21, 1959. 


The subcommittee met at 10 a.m., Hon. Paul J. Kilday, chairman 
of the subcommittee, presiding. 

Mr. Kitpay. The committee will be in order. 

We will continue with the hearings on the Wherry matter which we 
had yesterday. 

This morning we are ready to hear Mr. Arrington, of the Depart- 
ment of Defense. 
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Will you come around, Mr. Arrington. 

Mr. Arrincron. Good morning, Mr. Chairman. 

Mr. Kitpay. Do you desire others to accompany you at the table? 

Mr. Arrincton. Yes. I have Mr. Mayer of our office of counsel, 
and Mr. Alenier—A-l-e-n-i-e-r. 

Mr. Kitpay. Come around, gentlemen. 

Mr. Arrineton. | have a prepared statement which I should like 
to read, if that is your pleasure, sir. 

Mr. Kixipay. You go right ahead with your statement. 

Members of the committee, you will find a copy of Mr. Arrington’s 
statement before you. 

You go ahead in your own way, Mr. Arrington. 

Mr. Arrinoeton. I appreciate the opportunity to appear before you 
today on behalf of the Department of Defense, in order to furnish a 
comprehensive report on the Wherry housing program from its 
inception up to the present time. 

The shortage of family housing for personnel of the Armed Forces 
became a major problem after World War II. Following demobiliza- 
tion, the size of the military establishment, although sharply down 
from the wartime peak of 12,124,000, was still much larger than 
prewar. In 1948 military personnel totaled 1,445,910 compared to 
about 250,000 in 1935. On the other hand, relatively little family 
housing had been built during the war, aside from temporary accom- 
modations for civilian defense workers. 

After the war, it was essential for the military establishment to 
retain as many as possible of the officers and enlisted men on a career 
basis, after they had completed their required tours of military service. 
It was not possible to operate our progressively more complex modern 
war machines without highly qualified, experienced personnel; and 
after 2 years of military service a young man is just beginning to ac- 
quire the skills which make him of value to the military. It became 
obvious, therefore, that unless a reasonable percentage of these young 
men could be persuaded to remain in uniform on a voluntary basis, 
the services would lose a costly investment in trained men. 

It was evident that family housing would have to be provided, but 
the size of the deficit—235,000 units in 1949—-was such that it could 
not be met with appropriated funds construction, especially in view 
of tight military budgets and competition with higher priority items. 
For this reason, considerable study was given to the possibility of 
meeting military housing needs with privately financed construction. 

Discussion with various interested builder groups indicated that 
long-term private (mortgage) financing could be obtained in volume 
only with Federal Housing Administration mortgage insurance. 
However, such insurance was not available for military projects. 

Under the various mortgage insurance programs of the National 
Housing Act, the Commissioner of the FHA could not accept a mort- 
gage for insurance unless he found that “the project with respect to 
which the mortgage is executed is an acceptable risk.’”’ Since most 
military installations were at relatively isolated locations, removed 
from normal housing markets, and subject to possible personnel cur- 
tailments as military needs changed, it was found that housing projects 
at such military installations could not be insured under the usual 
FHA mortgage insurance programs, because they could not be deter- 
mined to be “acceptable risks.”’ 
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Accordingly, it was necessary to obtain special legislation, creating 
a separate military housing insurance fund under title VIII of the 
National Housing Act, to cover the unusual risks involved in insurance 
of mortgages on military housing, and substituting the certification of 
the Secretary of Defense or his designee, for the FHA Commissioner’s 
finding as to acceptable risk. 

By Public Law 211, 81st Congress, Ist session, enacted August 8, 
1949, there was added to the National Housing Act a new title, 
“Title VIII—Military Housing Insurance”’ creating a military housing” 
insurance fund, authorizing the Commissioner of the FHA to insure 
mortgages on military housing constructed thereunder, and enlarging 
the n existing authority of the military departments to lease land 
for such projects and to sell utility services to the project developers. 
Section 803(b) of title VIII spelled out the conditions of eligibility for 
mortgage insurance. Among such conditions were the following: 

(2) The mortgaged property shall be designed for rent or residential use by 
civilian or military personnel of the Army, Navy, Marine Corps, or Air Force 
(including Government contractors’ employees) assigned to duty at the military 
installation at or in the area of which such property is constructed. Notwith- 
standing the provisions of any other law, preference or priority of opportunity in 
the occupancy of the mortgaged property for such personnel and their immediate 
families shall be provided under such regulations and procedures as may be 
prescribed by the Commissioner. No mortgage shall be insured under this title 
unless the Secretary of Defense or his designee shall have certified to the Commis- 
sioner that the housing with respect to which the mortgage is made is necessary 
to provide adequate housing for such personnel, that such installation is deemed 
to be a permanent part of the Military Establishment, and that there is no 
present intention to substantially curtail activities at such installation. 

We have supplied the emphasis on the last sentence, because that 
is reflected in the certifications which were later made to the Federal 
Housing Commissioner. 

The new title VIII (Wherry) legislation was basically patterned on 
section 608 of the National Housing Act, under which thousands of 
rental housing units had been built for private citizens throughout 
the country during the postwar years. As in the 608 program, 
Wherry mortgages were generally limited to $8,100 per unit, based on 
90 percent of an estimated replacement cost of $9,000 per unit. 

he projects for the most part were built on Government-owned 
land located on or near the various installations, and out-leased to 
the developer or sponsor, as he was generally known, for a period of 
50 years—in some early cases 75 years. The sponsor undertook to 
organize the mortgagor corporation which actually held the lease, 
and to finance, build, maintain, and operate the completed units, 
which were made available on a rental basis to tenants designated 
by the local base commander. 

A commitment to insure was issued by the FHA to the sponsor, 
based on appropriate certification of need by the respective military 
department, after FHA has satisfied itself that the proposed construc- 
tion met FHA’s minimum standards, and that the proposed schedule 
of rents would support the mortgage (after deducting operating 
charges and allowing a reasonable profit to the sponsor). Based on 
the FHA’s insurance, the sponsor could obtain his mortgage financing 
from a long-term lender. The mortgages carried 4 percent interest, 
plus one-half-percent FHA mortgage insurance premium, and ran 
for a term of 32 years, 7 months. The terms of the sponsors’ leases 
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provided that they could rent to nonmilitary tenants if the project 
were not fully occupied by military tenants. 

It should be noted that military personnel and civilian employees 
of the military departments occupied the units on a voluntary basis, 
and paid rents to the sponsor.. Military tenants retained. their 
basic allowance for quarters. Normally, the units were rented 
unfurnished, unlike public quarters, where we can order personnel 
in, these Wherry projects were operated as rental projects and were 
occupied on a voluntary basis by the prospective tenants. 

Shortly after the legislation was enacted in August 1949, a freeze 
order was issued (in December 1949) by the Department of Defense, 
stopping further selection of sponsors. Up until that time sponsors 
competing for a particular project would engage in a design competi- 
tion in which each would produce outline plans and specifications 
showing what he offered to furnish, within the schedule of rents and 
broad criteria issued by the military. This procedure made a com- 
parative evaluation of the various proposals very difficult, and it was 
decided to employ a revised procedure involving the preparation of 
standard plans, advance processing by FHA, and competitive bidding. 

Public Law 498 of the 81st Congress, approved on May 2, 1950, 
authorized the military departments to employ architect-engineers to 
design projects and to option specific sites. In anticipation of this 
legislation, the freeze order was lifted, and new Department of Defense 
procedures were issued (April 27) which previded not only for com- 
petitive bidding based on Government plans and specifications, but 
also for advance FHA processing to produce an appraisal and eligibil- 
ity statement. This statement showed the schedule of rents, the 
FHA estimated replacement cost, and the amount of the maximum 
insurable mortgage. Certain standard documents were also promul- 
gated, including a lease form, a utilities contract form, and a standard 
invitation for proposals. 

Subsequently, the program progressed rapidly. When the original 
legislation expired on July 1, 1951, Public Law 139 of the 82d Congress 
extended the program for 2 years, and also authorized an increase in 
the maximum mortgage to $9,000 in certain high cost areas. Public 
Law 94 of the 83d Congress extended the program to July 1, 1954, 
and authorized an increase in the interest ceiling to 4% percent (the 
actual increase was held to 4% percent). Public Laws 560 of the 83d 
Congress and 345 of the 84th Congress extended the program to June 
30, 1955, and June 30, 1956, respectively. 

Altogether the Wherry program was successful in producing a sub- 
stantial number of relatively low cost, but reasonably adequate, units 
to meet an acute shortage. A total of 268 projects were built for the 
three military departments, with a total of 83,742 units. All of these 
projects, with the exception of 16 containing 8,524 units, were built 
on land owned or acquired by the Federal Government. 

Within the broad guidance issued by the Department of Defense, 
the military departments were responsible for the development of the 
construction program, and there was some variation in the projects 
of the three departments. 

Now, we mention this here because it has some bearing on the mil- 
itary departments’ subsequent acquisition programs. 

On the whole, the Navy’s units were the smallest, averaging about 
768 net square feet; the Army’s were somewhat larger (831 net square 
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feet), and the Air Force’s contained approximately 835 net square 
feet per unit. For the Navy, with the smallest average size unit, 
the FHA estimated replacement cost averaged $8,800. For the Army, 
it was somewhat higher at $9,454, and for the Air Force, it was still 
greater at $9,622. With regard to the average mortgage, there was 
a slight variation in the pattern due to the differences in the amounts 
of appropriated fund assistance granted each project by the three 
services. The average mortgage for the Navy was $7,539; for the 
Army, $8,314; and for the Air Force, $8,237. 

It is necessary to mention here that the Wherry mortgage covered 
construction, land, and on-site improvements, that is, grading, streets, 
and utilities within the project boundaries (other than land and im- 
provements paid for with appropriated funds). 

We do want to mention that appropriated funds were authorized to 
be used for site acquisition where required, and both for on and off 
site improvement not in excess of $1,500 per unit, by law. 

The average appropriated funds expended per unit were as follows: 
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Of interest to the committee in its evaluation of the program is the ~ 
part played by the various parties concerned. The functions of the 
sponsors we have already examined. The role of the Federal Housing 
Administration, as we have indicated, was to assist in development of 
the plans and specifications, and to issue an appraisal and eligibility 
statement, which was an essential bidding document. FHA sub- 
sequently, based on a certificate of need from the military department 
concerned, issued an insurance commitment to the mortgagor corpora- 
tion formed by the winning sponsor, inspected construction progress, 
and insured the final mortgage upon completion. In return, FHA 
was paid processing fees totaling 3 percent of the mortgage, inspection 
fees of one-half of 1 percent, and an insurance premium of one-half of 
1 percent of the declining balance of the mortgage during its full term. 

Now that insurance premium is important, as we will see later. 
The military departments had the responsibility —— 

Mr. Kintpay. You mean that, Mr. Arrington, that the 3 percent 
and the one-half percent was probably consumed in the expenses, 
and one-half percent went into the insuring fund net? 

Mr. Arrinectron. That was—I don’t have an exact figure on that, 
but we understand that these fees are actually used to cover adminis- 
trative services. In other words, processing the mortgage and—— 

Mr. Kiupay. Anyway, there was a total of 4 percent to FHA. 
One-half of 1 percent went into the insurance fund, and I would 
assume if there was anything remaining of the 4 percent, it likewise 
remained within the assets of FHA? 

Mr. ARRINGTON. That is correct. 

Mr. Kixtpay. Go ahead. 

Mr. ArrINGTON. The military departments had the responsibility 
for determining the location of the projects, the number of units to 
be built, the site, the design and specifications, and the schedule of 
rents. They solicited the various sponsors to bid, and obtained for 
the winning bidder FHA mortgage insurance by issuing to the FHA 
Commissioner a certificate of need. This was a very carefully worded 
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document, which followed the language of the legislation, and con- 
tained the following statements: 

The above identified housing project is necessary to provide adequate housing 
for civilian or military personnel (including Government contractors’ employees) 
gssigned to duty at the military installation named above. 


* * * such military installation is deemed to, be a permanent part. of the 
Department of the— 


Army, Navy, or Air Force, as the case may be. 


* * * there is no present intention to substantially curtail the activities af such 
installation ; and based on the official records of the said Department, the military 
and civilian personnel who will be expected to occupy tne dwelling units described 
above and for whom the project is intended, should be able to pay the proposed 
average monthly rentals per family unit as stated. 

The language selected was based on the impossibility of predicting 
military force levels beyond the scope of “‘present intention,” or the 
foreseeable future. We are unaware of any commitments or guarantees 
which were made other than in this very careful language. The 
sponsors were expected to take a normal “business risk” with regard 
to their equity investment (theoretically 10 percent) during the period 
of time beyond that covered by “present intentions.”’ 

_ In this connection, I must mention that the FHA’s project analyses 

were based on a certain vacancy factor, or conversely an assumed 
percentage of occupancy. In private rental projects this vacancy 
factor is generally calculated at 7 percent, to allow for tenant turn- 
over, redecorating, variations in the rental market, and so forth. In 
analyzing most Wherry projects, however, this vacancy factor was 
calculated at 5 percent, and in later projects at 3 percent, on the 
assumption that in areas of military housing shortages the occupancy 
would be relatively high. The validity of this assumption is indicated 
by the fact that most Wherry projects have had higher occupancy 
percentages than those assumed by FHA, some as high as 99 percent, 
very rapid turnover. 

On the other hand, sponsors of projects which have had excessively 
high vacancies have sometimes contended that they were in effect 
guaranteed “the percentage specified in the project analysis.”” The 
facts do not support this contention. Later on we shall consider the 
projects which went into default. because of excessively high vacancies; 
actually, we do not believe the percentage is high in the light of the 
nature of this program. 

At various times there has been considerable discussion of windfalls 
in connection with FHA-insured rental housing projects; and an 
examination of this item is necessary to a full evaluation of the Wherry 
program. As we have noted above the legislation provided that the 
mortgages could not exceed 90 percent of FHA’s estimated replace- 
ment cost, with a ceiling of $8,100 ($9,000 in high cost areas). It was 
apparently considered that the FHA’s estimate was a better yard- 
stick of cost than the builder’s actual cost, because the latter was 
subject to variables such as the weather and the efficiency of the 
builder, and accordingly might not be as good a measure of value. 
The FHA estimate was intended to represent the cost which would 
be incurred by the average builder under average conditions. 

Now we must consider that the FHA estimate covers not only 
actual construction costs, but also the builder’s profit, interest on the 
construction loan, architect’s fee, et cetera. Also it is essential to 
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‘realize that the builder and the sponsor (owner of the mortgagor cor- 
poration) sometimes were the same persen, and sometimes were not. 
For purposes of this analysis we shall talk about the sponsor, who 
was responsible for all of these charges. 

Where the sponsor’s actual costs equaled or exceeded the FHA 
estimate, FHA estimate of replacement cost, there was, of course, no 
windfall, and the sponsor had to make a cash investment of at least 
10 percent for his equity above the amount of the mortgage proceeds. 
And that, of course, was the theoretical case. 

However, if the sponsor had—or were—a relatively efficient builder 
under good conditions, it was possible for him to keep his costs below 
the FHA estimate, so that his cash investment might be less than 10 
percent. If his costs could be held to 90 percent of the FHA estimate, 
and the mortgage was a full 90 percent, then he had “mortgaged 
out,” and realized his equity for no cash investment. 

In other words, all of his costs were covered by mortgage proceeds. 

Technically, according to FHA definition, a windfall occurs when 
all the sponsor’s costs are less than the anount of the mortgage, and 
he has a cash profit within the mortgage proceeds, in addition to the 
equity at no cost. 

When the builder and the sponsor are the same party, what appears 
to be “mortgaging out’’ or a windfall may not be so in fact. For 
example, the sponsor may not have taken his allowable builder’s 
profits in cash, but may have left them as a contribution to equity. 
In early projects an architect’s fee of up to 5 percent was allowed; 
and sometimes the sponsor’s employees performed these services at 
a fraction of the allowable fee, with the balance representing a con- 
tribution to equity. In some cases the sponsor may have owned a 
cinder block plant, and supplied the block at cost, preferring to take 
equity rather than cash for his profit on the cinder block. Many 
builder-sponsors contend that emphasis on windfalls is inherently 
unfair and penalizes the efficient builder; while the inefficient (or 
unlucky) builder is not compensated for losses he may incur. 

The possibility of windfalls has long been of concern both to Con- 
gress and to the Department of Defense. It is interesting to note 
that the Wherry bill as originally introduced contained a provision 
authorizing FHA to insure mortgages up to 100 percent of the Com- 
missioner’s estimate of replacement cost. ‘Testimony during hear- 
ings on this bill indicated that unless liberal provisions were con- 
tained in the legislation, builders would be reluctant to take the nec- 
essary financial risks, and large amounts of housing could not be 
provided in a relatively short period of time. However, there was 
recognition of the possibility of windfall profits to Wherry housing 
sponsors, and to avoid such windfalls, the Congress finally approve 
legislation which authorized FHA insurance of Wherry Act mortgages 
only up to 90: percent of estimated replacement cost. 

In other words, that prevented the cash windfall. It still didn’t 
prevent mortgaging out. 

Still later, in August 1953, Congress added an “antiwindfall”’ pro- 
vision to the title VIII legislation. An amendment contained in 
Public Law 94, 83d Congress, required sponsors to certify actual 
costs and required that the FHA insured mortgage should not exceed 
such actual costs. And this, as you can see, would require a full 10 
percent equity investment. 
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It.is,mteresting to note that commitments to insure were issued 
for 25l-projects (79,385 units) prior to the enactment of Public Law 
83-94 .in 1953. Subsequent to this law, commitments to insure were 
issued for 15 projects (3,852 units). Commitments for only 9 proj- 
ects (2,466 units) were issued pursuant to the provisions of Public 
Law 83-560. _ By this time it had become almost impossible to inter- 
est prospective bidders in the construction of Wherry projects, and 
in 1955 the program virtually came to a halt. 

Now, that didn’t mean that we still didn’t have some sizable con- 
tinuing housing needs, but it was no longer possible to meet them 
under the Wherry program. 

Although the Wherry program had greatly contributed to the solu- 
tion of the military family housing problem by 1955, a sizable deficit 
still existed. In 1954 and 1955 a substantial number of appropriated 
fund units were authorized, and over 15,000 were placed under con- 
struction. Also in 1955, Public Law 345 of the 84th Congress was 
enacted, authorizing the development of family housing under the 
new Capehart program, within an overall mortgage ceiling of $1.37 
billion (later increased to $2.3 billion). And $2.3 billion could give 
us as many as 140,000 units of Capehart housing. 

The threat of competition from a-sizable volume of new construc- 
tion, built under higher cost limits, disturbed the owners of existing 
Wherry projects. Already a number of projects were suffering 
financial losses; and although in many cases this was due to poor 
original planning, in a number of instances occupancy had dropped 
because of a cutback in assigned military force levels. The additional 
prospect of competition with larger, more expensive units was dis- 
turbing. Accordingly, a number of the Wherry sponsors began to 
propose that the military departments acquire their projects. 

It was argued that not only would this prevent jeopardy to the 
interests of the Wherry sponsors, but also that it would bring all 
onbase housing assets under military management, with consequent 
advantages in the flexibility of assignment of tenants. Many installa- 
tion commanders welcomed this proposal, since they had not been 
satisfied with their lack of control of the projects under private 
ownership. It was also argued that in the long run the Government 
would save money, since in many cases the costs of rents and utilities 
were less than the quarters allowances of the tenants; moreover, the 
sponsors’ operating profits would be saved. 

The Air Force was receptive to these proposals, since its Wherry 
units constituted the great bulk of its assets, and since its objectives 
from the beginning had been to get the best possible units, with a view 
to ultimate acquisition. The Army and Navy, on the other hand, 
preferred to see the projects remain in private hands, because they 

were not in a position to budget for the costs of equity payments, 
repairs and improvements, and maintenance and operation. These 
latter views were shared by the Office of the Secretary of Defense. 

Now we are talking in a period here prior to the subsequent estab- 
lishment of the revolving fund, which I will go into at a later point. 

Moreover, it was pointed out that Government ownership and 
operation as public quarters would not result in appreciable savings. 
A study made in 1957 (attachment A) indicates thet under Govern- 


ment ownership an average Wherry unit would operate at a deficit of” 
about $6.87 per month for 25 years (balance of mortgage term,, 
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approximately) before showing a profit. Of course, after the unit is 
paid for, the accrued deficit would be liquidated in about 4 ‘years, and 
thereafter the Government would realize the full benefits of ownership 
for the remainder of the useful life of the unit. 

The first legislative reference to the acquisition of Wherry projects 
was contained in section 404 of the Housing Amendments of 1955 
(Public Law 84-345). This section permitted the Secretary of De- 
fense or his designee to acquire by purchase, donation, or other means 
of transfer any housing financed with mortgages insured under the 
provisions ef title VIII as in effect prior to the enactment of the Hous- 
ing Amendments of 1955. The price paid was to be the fair market 
value as determined by the Secretary on the basis of an independent 
appraisal. During the year following enactment of the Housing 
Amendments of 1955, 19 projects consisting of 6,001 units were offered 
to the Secretary of Defense, but no projects were actually acquired. 

By the spring of 1956, the Capehart program was well underway, 
and the subject of Wherry acquisition was much discussed by the 
various congressional committees. The use of fair market value 
appraisals of the projects was subject to some questioning because of 
uncertainty as to future military occupancy levels, and contractual 
limitations on the sponsors’ actions and profits. Accordingly, con- 
sideration was given by Congress to the development of a “formula,” 
which would result in a price generally equitable from the standpoint 
of both the Government and the sponsors. 

Incidentally, I would like to mention here that at no time did’ the 
Department of Defense sponsored acquisition legislation or initiate 
purchase formulas. . 

Such a formula was contained in the Military Construction Author- 
ization Act approved August 3, 1956 (Public Law 968, 84th Cong.). 
It permitted the acquisition of Wherry projects, at a price not to ex- 
ceed the Commissioner’s estimate of replacement cost at the time of 
final endorsement for mortgage insurance, reduced by an “appropriate 
allowance for physical depreciation.”” This formula was repeated in 
the Housing Act of 1956 (Public Law 1020, August 7), which also 
made mandatory the acquisition of any Wherry project located at or 
near an installation where a Capehart project was built. 

The formula was later modified in just one respect. Section 504, 
of the Housing Act of 1957 (Public Law 85-104, dated July 12, 1957) 
further amended section 404 of the Housing amendments of 1955 by 
striking out— 
an appropriate allowance for physical depreciation— 
and inserting in lieu thereof— 


an appropriate allowance representing the estimated cost of repairs and replace- 
ments necessary to restore the property to sound physical condition. 


The House Banking and Currency Committee in the first session of 
the 85th Congress, in commenting on this amendment, stated that: 


* * * if the FHA’s estimate is not to be adjusted to current cost levels, it 
would be grossly unfair to the sponsor to deduct an amount representing estimated 
cost of repairs and replacements of items requiring periodic replacement in the 
future * * *, Accordingly, your committee would amend this provision of the 
act by substituting language which it believes will restore the possibility of 
acquiring Wherry’s in fair negotiations. Under the amendment, deductions 
would be made in an amount to restore the property to sound physical condition. 
We intend to limit this amount to those maintenance items which are past due 
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as of the date of sale of the sponsor’s interest (H. Rept. No. 313, Apr. 8, 1957, 
Heuse Committee on Banking and Currency). 

Since 1956, the acquisition program has progressed at a rapid rate. 
Of the 83,742 units constructed for military use, 55,566 had been 
acquired as of April 30, 1959. Of these, 42,387 were mandatory 
acquisitions, and the balance permissive. In addition, the Army, 
Navy, and Air Force plan acquisition of an additional 10,137 units in 
fiscal year 1960, for a new total of 70,919 units, or almost 85 percent 
of the total military Wherry housing program. This would leave 
about 13,000 units for which acquisition is not planned at this time. 

Attached is a list showing all military Wherry projects, indicating 
those acquired to date in the mandatory and permissive categories 
(attachment B). Also attached is a separate list (attachment C) 
showing all unacquired projects, with an indication of those scheduled 
for acquisition. It may be of interest to note that the amount of the 
outstanding mortgages on the acquired projects totals $418 million, 
and on the unacquired projects totals $216 million. 

It will be seen that Air Force has made the greatest progress, for 
reasons noted above. And including the planned acquisitions for 
fiscal year 1960, the Air Force contemplates an acquisition of its 
complete program, except one project. 

Mr. Kitpay. Where is that? 

Mr. Arrincton. Mitchel Air Force Base. 

Mr. Ketuiener. Long Island. 

Mr. Arrineton. Army’s reluctance to acquire projects has been 
primarily due to a desire to acquire them only so fast as funds could be 
made available for concurrent repairs and improvements. The 
Navy’s views are similar, together with a concern over the size of the 
increased appropriations necessary for continued maintenance and 
operation subsequeut to acquisition. In this connection, it must be 
noted that from the outset of the Wherry construction program the 
Navy’s emphasis was on low rents, rather than size and quality of 
units. All of the Army and most of the Navy acquisitions have been 
in the mandatory category. 

To finance the acquisition program, Congress, in Public Law 1020, 
84th Congress, authorized the establishment of a revolving fund and 
the appropriation of $50 million for initial capital. I suppose a defi- 
nition of “revolving fund” is one into which receipts can constantly be 
poured to offset expenditures, without the necessity for fresh appro- 
priations or authorizations for each specific item of expenditure. 

It was specified that quarters allowances, withheld from occupants 
of acquired projects which were designated public quarters, would 
supplement this fund, together with rentals from projects operated 
on a rental basis. Payments from the fund were authorized for 
equity payments, interest, principal, and mortgage insurance premium 
payments and other obligations (except those for M. & O.) with respect 
to such housing, and for expenses incurred in the alteration, improve- 
ment, rehabilitation, and repair of such housing. The Secretary of 
Defense with the approval of the President was authorized to transfer 
from unexpended balances of any appropriations of the military 
departments not carried to the surplus fund of the Treasury such 
—_ as may be needed to provide adequate capital for the revolving 
und. 
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The Department of Defense did not request the appropriation of 
$50 million to start the revolving fund. Since there was $75 million 
available from balances of other appropriations, with the approval of 
the President, this amount was transferred into the fund in fiscal 
year 1957. In fiscal year 1958, an additional $55 million was trans- 
ferred into the fund from balances of other appropriations. There 
was added an additional $18.5 million from quarters allowances 
withheld during fiscal year 1958 and it is estimated that an additional 
$44.2 million will be added to the fund from quarters allowances 
withheld, in rental income during fiscal year 1959. 

Actual expenditures during fiscal year 1957, 1958, and through 
March 31, 1959, or earmarked for expenditures for acquired projects 
through June 30, 1959 are: $60.2 million for equity payments; $54.7 
million for repair and rehabilitation; $45.3 million for mortgage pay- 
ments, including interest and insurance; and $5.5 million for other 
costs and expenses, exclusive of M. & O. The balance of approxi- 
mately $27 million is currently planned to be used for the purchase of 
additional projects and repair and rehabilitation of acquired projects 
during the remainder of fiscal year 1959. 

The Department of Defense has given great emphasis to acquisition 
of Wherry projects by negotiation within the formula price, rather 
than by use of condemnation. Originally, the Department of Defense 
instructions did not require a fair market value appraisal. However, 
in an effort to bring greater uniformity into acquisition procedures, 
among the three services, these instructions were amended (November 
1957) to require appraisals in all cases (exceptions were made where 
negotiations were far advanced). At the same time repeated emphasis 
was given to the fact that the appraisal should be the basis for the 
initial offer, and that this offer should be increased if warranted in 
order to reach a reasonable compromise within the formula framework. 

In other words, the formula was regarded as a ceiling. We had to 
read the legislation as it actually appears in the statute, and it does 
say “‘not to exceed.” 

The Air Force has negotiated 43 projects out of a total of 54 ac- 
quired to date, the Navy 11 out of 20, and the Army 2 out of 21. 
Attached (attachment D) is a tabulation listing acquired projects by 
services, and showing FHA replacement cost, appropriated funds 
expended, deferred maintenance, formula price, outstanding mortgage, 
formula equity, fair market value appraisal, fair market equity, 
reserves for replacements, and other pertinent data. 

It will be seen that the fair market value equity is generally far 
lower than the formula equity; and where a negotiated price was 
reached, it was generally closer to the formula. In only three con- 
demnation cases have final judgments been entered: Redstone Arsenal, 
Fort Benning, and Dugway Proving Ground. In the first case, the 
judgment was 2% times the fair market equity and $100,000 over the 
formula; in the second, the judgment was more than double the fair 
market equity and almost twice the formula amount. In the Dugway 
case, agreement was reached by stipulation; and the price was 457 
percent of the fair market equity and 52 percent of the formula 
equity. 

It is the policy of the Department of Defense that acquired Wherry 
projects will be operated as public quarters, and except in a few cases 
where temporary exceptions have been granted (to permit continued 
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operation on a rental basis), this policy has been observed. At the 
same time, repairs and improvements have been made, within the 
limits of available funds—that is, within the limit of the funds avail- 
able from the revolving fund—and depending on conditions in each 
instance. 

I believe Mr. Kelleher felt it might be useful to mention that, for 
example, the Air Force will use its proportion of money to acquire 10 
projects, whereas the Army will prefer to acquire 5 and rehabilitate 5 
concurrently. The Air Force, of course, wants to also do a program 
of repairs and improvements, but has not put as great an emphasis on 
having those be concurrent as have either the Army or the Navy. 
I think this has to do with the original size and type of units which 
were obtained by each of the services. 

Mr. Keuuener. In other words, each would spend about the same 
amount of money, but one would get twice as many projects as the 
other? 

Mr. Arrineton. I can’t give you a breakdown as to- 

Mr. Kevitener. Roughly speaking, that would be so. 

Mr. Arrineton. In principle. 

Mr. Kixupay. Go ahead with your statement, Mr. Arrington. 

Mr. Arrineton. In general it is desired to bring acquired Wherry 
units up to minimum standards for public quarters, as prescribed in 
Department of Defense Instruction 4270.22 of April 29, 1959 (attach- 
ment F). It is not intended to bring the Wherry units up to Capehart 
standards; however, it is highly important to provide additional stor- 
age space, reduce maintenance costs, and in some cases, convert an 
excess of one-bedroom units into three- and four-bedroom units. This 
latter action is necessary to keep pace with the constantly increasing 
size of military families. It is estimated that repairs and improve- 
ments will average somewhat over $2,000 per unit; cases involving 
more than $3,000 per unit are reviewed in advance with the Armed 
Services Committees. 

At this point, I would like to discuss briefly the matter of local 
taxation of Wherry housing projects. In May 1956, the Supreme 
Court of the United States upheld the right of loca] taxing officials to 
levy certain taxes against the sponsor’s interest in a Wherry housing 
project. 

As I had indicated previously, Wherry units were occupied on a 
voluntary basis and rents were paid by the occupants to the sponsor. 
These rent levels had been established by the FHA, taking into ac- 
count the ability of the military occupants to make such payments. 

Prior to the approval of the rent schedules, both the FHA and the 
Department of Defense attempted to determine whether these prop- 
erties would be subject to local taxation. Because of the many varia- 
tions across the country, no single standard was established, but where 
there was a doubt concerning taxation, some provision was made for 
tax payments in full or in part, or for payments in escrow. However, 
in many projects, no allowances were made for taxes because it was 
considered that no tax problem existed. 

It was not long after the Supreme Court decision that local taxing 
officials recognized an avenue for new revenue and generally, attempted 
to tax Wherry projects. The sponsors naturally maintained that their 
income was insufficient to meet the additional tax burden and felt that 
a rent increase was Necessary to meet this expense. In many instances, 








~~ 











re 














1865 





the occupants could not afford the rental increase which would have 
been needed to meet the tax assessment. 

In an effort to resolve this problem, the Congress included in Public 
Law 1020, 84th Congress (approved August 7, 1956) a provision which 
reaffirmed the right of States and local communities to tax the inter- 
ests of the sponsor in a Wherry project, but limited the amount of 
that tax by providing that the tax will be reduced by an amount equal 
to payments made by the Federal Government, and expenditures by 
the Federal Government or the sponsor for utilities, streets, schools, 
and other services. 

In implementation of this legislation, the Department of Defense 
issued guidance to the military departments for determining deduc- 
tions to be made from taxes or assessments on Wherry projects. In 
many cases, the determinations of the military departments were 
accepted by the local officials and in other instances, the actions were 
contested. It is interesting to note that of a group of 73 tax deter- 
minations made, 53 were accepted by local taxing authorities and 20 
were contested. 

I understand on several of those we have acquired the projects. 
Of the 20 cases contested, apparently we have either acquired or 
scheduled for acquisition 11. 

Where the matter did reach the courts, the majority of the dedicions 
were in favor of the Government. As a final point on the tax situa- 
tion, I should like to state that as more and more projects are acquired 
by the Government, the number of contested determinations decreases 
and today, the matter of taxation of Wherry projects is not relatively 
of major concern. 

As of April 30, 1959, 23 projects containing 4,784 units had gone into 
default under the Wherry program. Mortgages on 4 of these (2,166 
units) are still held by the original mortgagee and default is quite 
recent. FHA has acquired title on 11 projects and has sold 3. Mort- 
gages on the remaining eight projects have been assigned to FHA and 
foreclosure proceedings have been initiated on two of these. 

I think Mr. Kelleher made an interesting point the other day. 
The sponsors’ interest is extinguished on foreclosure, not on assign- 
ment of the mortgage to FHA. Of the 23 projects which have de- 
faulted, we have acquired 3, or plan to acquire 3 of them. Another 
10 the FHA has foreclosed, and those are little ones—796 units. 

There are 10 more which are pending foreclosure, amounting to 
3,354 units, which gives us our total of 23 projects. 

As of February 28 of this vear, FHA’s total investment in defaulted 
projects amounted to $28,529,636—$19,498,102 for military projects 
and $9,031,534 for Atomic Energy Commission projects. These FHA 
investments are 2.9 percent of insurance written on military projects. 
Moreover, $2,640,177 have been recovered by sale or by mortgage 
payments on military projects. The actual net loss on the program 
has been $2,451,381 on 3 military projects which were sold—those 
have been disposed of by FHA after foreclosure, but the potential 
loss on the remaining projects amounts to $25,889,459—-$16,857,925 
for military projects and $9,031,534 for AEC projects. Of course, 
actual losses will not reach these amounts—in other words, that is 
the total amount of the outstanding unamortized mortgage liability. 
FHA usually makes certain recovery by subsequent disposals to third 
parties on acquired housing projects. 
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In fact, FHA now estimates that losses will not amount to more 
than 65 percent or about $16,825,000—$10,955,000 and $5,870,000, 
respectively, for military and the Atomic Energy Commission. How- 
ever, it should be noted that this estimate of losses tends to over- 
statement because the military has already acquired one of these 
projects (350 units at Hill Air Force Base, Utah) and is presently 
acquiring another (52 units at Schenectady General Depot, N.Y.). — 

These statements of actual and potential losses cannot be properly 
evaluated, however, unless they are compared with losses in other 
FHA mortgage insurance programs. We are attempting to show here 
that our planning was not too bad with regard to the Wherry program, 
especially in the light of the uncertainties of future military planning. 

As of December 31, 1958 (the date of the latest FHA report), losses 
in the Wherry program amounted to $2,067,780, or three-tenths of 
1 percent of total insurance written ($683,142,510). Mortgage insur- 
ance premiums collected under the Wherry program at that time 
amounted to $26,980,000; it will be seen that this is more than enough 
to cover actual and probable losses which are estimated at $19,276,000. 
With respect to the military portion of the program, conditions are 
even more favorable because mortgage insurance premiums collected 
(estimated at $26,310,000) are almost double the actual and potential 
losses ($13,406,000). 

According to an FHA statement as of December 31, 1958, the per- 
centage of actual losses to total insurance written on other rental hous- 
ing programs were: Section 207—and that is their long-term mortgage 
insurance for rental housing—0.13 percent; section 608—and that was 
an emergency rental housing right after World War II, on which the 
Wherry was patterned—0.98 percent; and section 908, 0.43 percent. 
Accordingly, it will be seen that of the four major FHA rental housing 
programs, only one shows a lower loss than the Wherry program and 
it should be noted that this program (sec. 207) was the only one 
of the four which required a finding of economic soundness as a pre- 
requisite to mortgage insurance. 

We have attached a list of projects in default, under attachment E. 

Ore thing I would like to mention at this moment, Mr. Chairman: 
We haven’t gone into the question of cost a great deal because we 
understood that that wasn’t within the primary interest of the com- 
mittee. But since it was discussed yesterday, we did want to briefly 
add a comment. That is, that Wherry sponsors frequently speak of 
market value as though it were synonomous with current replacement 
ccests, and although current replecement cost less depreciation is one 
other two must not be overlooked: Comparable sales and capitaliza- 
tion of net income, that is. 

Little guidance can be obtained from comparable sales of Wherry’s 
to third parties. Generally, appraisers have held that replacement 
costs ere of little use in determining market value of Wherry projects 
since the owners do not exercise free control as to selection of tenants 
and establishment of rents. In other words, from the outset they had 
very specific contractual relationships as to whom the tenants should 
be and what the rent level should be. These rents are controlled. 
They may be increased by the FHA on proper justification. But 
they can’t be raised to meet the market, in other words, if there were 
a shortage. 
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There is an often overlooked fact that the Wherry owner is hemmed 
in by very specific contractual conditions, and all he really has is the 
right to income within definite limitations. Appraisers have normally 
assigned a high capitalization rate to anticipated Wherry income, 
because except in metropolitan areas, where you would have a po si- 
bility of renting to non-defense-connected tenants, the continuation of 
the income is speculative, owing to uncertainty as to future military 
force levels over a period of years. 

I shall be pleased to answer any questions the committee may have, 
and representatives of the military departments are available for a 
more detailed discussion of the various Wherry projects. 

Mr. Kitpay. Thank you, Mr. Arrington. 

(The attachments referred to are as follows:) 


ANALYsIs oF Cost oF OPERATION OF WHeERRY HovusING as PuBLIC QUARTERS 
IN CoMPARISON TO INCOME 


1. Income.—The estimated average income from Wherry housing using 
quarters allowances as a guide is $92.50 per month. 

2. Expenses.—An average of expenses on Wherry housing operated as public 
quarters is as follows: 





(a) Mortgage and insurance payments-____...-......--_.----- ——s 
ib) Maintenance and operations... ...... ~~~ .<<<<«e<e<-<<nes0 bee eo ie 49. 64 
(ce) Acquisition of utilities and initial repairs and improvements- _-- ----- 7. 33 
(d) AmorGattion: of Q0Mity.. 2 sie csenno ne tewueth dod Jaw inna. ~-->~ 4. 40 

OU Gt TE ons cn on veetk 4aten tt caieenacencs ate 99. 37 


Maintenance and operation includes the cost of providing utilities services; 
maintaining buildings and grounds and replacing recurring limited life items; 
and the provision, maintenance and replacement ot furniture for 45 percent of 
the units. 

Maintenance and operation is broken down as follows: 


Per month 

ee Ga VE Fn te eg no cin ccuwuacutreaubanwd ete tees $18. 11 
PPC UTO oe oc cle a owen na = nS AWCEOUL Jeni ieee st Malba od 7. 36 
Maintemarice and Temlncemeit.cu< o566. ccs ce cd... - cee nn dei. 24.17 
Total maintenance and operations. -.........-......--.-------- 49. 64 


The above figures were obtained by taking the mean of estimates of the three 
military departments. The acquisition of utilities service lines pays for itself 
within a few years due to reduced bulk rates. Item (c) has been estimated at 
$2,200 per unit. All amortizations are based on 25 years. 

3. Deficit.—According to the above figures, the Wherry housing will operate 
at an average deficit of $6.87 per month for approximately 25 years. At that time 
all payments except item (b) (maintenance and operations) under expenses will 
stop. In 25 years, the $6.87 monthly deficit will amount to $2,061. After 25 
years, the difference between the income $92.50 and the maintenance and opera- 
tions expenses $49.64, or $42.86 will liquidate the deficit in 4 years. From that 
time on (29 years), the Wherry housing should operate at a profit of about $500 
annually. 

Items not included in the above which if considered, would show a deficit, are 
interest on Government money, loss of income on consolidated units, increase in 
materials and labor costs which would increase the cost of maintenance and 
operation; and general increase in any of the average expenses given in part 1, 
above. 

Items which if considered tend to offset expenses are the 64 percent of mortgage 
payments which are applied to the principal; the initial cost of repairs and im- 
provements which are capital improvements, are not lost to the Government and 
thereby increase the value of the property; the possibility at some future date of 
an increase in quarters allowances; and a general decrease in any of the average 
expenses given in part 1, above. 

4. Maintenance and operation costs —The average costs of maintenance and 
operations were based on the mean of the following military department estimates. 
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Monthly cost 




















Maintenance and operations items Army Navy Air Force Total 
| average 
REN INL Sp IS EE A Os TOE ED : $19. 16 $20. 00 $15. 17 $18. 11 
emerge. 2222285002 oct SUES AE h sss 7.08 10. 00 5. 00 7.36 
SSS NEE ET TT ee eee --| 22. 50 30. 00 20. 00 24.17 
LT TT ee Le ee sd 58. 75 60.00 40.17 49, 64 
| 








Military Wherry projects acquired—mandatory or permissive—and unacquired 


{MAC—Mandatory acquisition; PAC—Permissive acquisition] 


ARMY 





Index No. 








State and location 





ID a, Whore 


MAC 12 


13 
14 


15 


MAC 16 
MAO 17 


MAC 18 


MAC 19 


21 


23 
MAC 24 





27 


Alabama: 
Anniston Ordnance Depot, Anniston. er, SP ee ee ee ee 
Fort McClellan, Anniston_.-_---- 7 
Redstone Arsenal, Huntsville. - -. 
Arizona: 
Navajo Ordnance Depot, +. caspean sagiessesienkarsibe 
Fort Huachuca, Sierra Vista... --~--- att Se a adrdiatied 
California: 
Sierra Ordnance Depot, Hetiong.... se 
Fort Ord, Monterey. 


(a) Fort Ord, Monterey_- aah Sead 500 
(6) Fort Ord, Monterey-- casa ietaatteathe action ...500 
Presidio of San Francisco, San Francisco... _- bt ddscddabs octane nsteb oes 
Colorado: Fitzsimons Army Hospital, Denver-.........-- See ten shthatdaceal 
Georgia: 
NE ey” SES PRE Re Ss eee ee Sean ete oe 
Fort McPherson, Atlanta_...-.__-.-- ceeL eee tiles ae 
ed oh og iat wh tgs eri piesewcesann cep conwyan et ; 
(a) Fort Benning, Columbus.. ciisaiietitce archaeon dak mans odin ace 
(6) Fort Benning, Columbus..-- oS Re eR, 600 
Dlinois: 
ee cc ccaccduinmelebdsoubandimnten 
Fort Sheridan, Highwood. ----------- ; Peay? fp Fa eT tT: 
Indiana: 
Fort nn, SINTERING oo on onc nineties ancsavsachaces 
Fort Ee aR, Sere sea SEE A AL SE tert ne 
Fort Leavenworth, Fort Leavenworth. Flaked dihdbee coo canes wie Me at 
(a) Fort Leavenworth, Fort Leavenworth_- Ieee eee 
(6) Fort Leavenworth, Fort Leavenworth..........------------- 75 
Kentucky: 
ru CUM IN Eda io os Sickie 5 kntedin ates dew ong tddomnbebgauds 
SP A PR OD TI ok obs sa memndenhenacescrainssapacn OEE 
(6) Fort Knox, Fort Knox_.-.-.-- Badd AB PA a 
(6) Por Ga, eee meee oss UL LK. dew BD 
OR OR Se Se a ee a ee | 
Fort Campbell, Hopkinsv A FE REN S| ge ay Rate 
(a) Fort Campbell, Hopkinsville we Betas hs Dera ee ee, 214 
(6) Fort Campbell, Hopkinsville. -__.................-...---..... 186 
(ec) Fort Campbell, Hopkinsville. ..............-...-...----..... 400 
(> Hast, Cemeell, TIGMGT IG. nconcncotcerncasenapecccswons 400 
Blue Grass Ordnance Depot, Richmond...--.-...-.-- <cluen harsh ademas 
Maryland: 
Aberdeen Proving Ground, Aberdeen. -._.......-..-.-.--..-------------- 


(a) Aberdeen Proving Ground, Aberdeen--- 
(6) Aberdeen Proving Ground, Aberdeen.-- 
Army Chemical Center, Edgewood 
(a) Army Chemical Center, Edgewood.-_-_-.......-.----- Faint cape 
(6) Army Chemical Center, Edgewood. -.....-.......--..---.--.- 
i eS. io. can annsadSn cna geicbmapanmpoans 
Fort George G. eee enema: ee Beis sae A 
(a) Fort George G. Meade, Odenton-......-.....------ AEE Ae © 
(b) Fort George G. Meade, Odenton_-......-..-....--------.--.- 
Massachusetts: 
ew ry NS os sad 2 iene NU che decid 
Michigan: 
Detroit Arsenal, Detroit......--. Ee a bE RE ELE es Ee 
Missouri: 
St. Louis Ordnance Depot, St. Louis. -............-.---....--...--.-...--- 








Number of 
units 


95 
120 


125 
1,000 


796 


554 


149 
788 


150 
120 





Seen a 


RE: 





i 
‘ 
1 
H 
i 
4 
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Military Wherry projects acquired—mandatory or permissive—and unacquired—Con. 


Index No. 


MAC 


MAC 


MAO 


MAC 


MAC 


MAC 


MAC 


MAO 


MAC 
MAC 


29 


30 


31 


32 


34 


MAC—Mandatory acquisition; PAC—Permissive acquisition] 
ARM Y—Continued 





State and location 


Number of 
units 





| New Jersey: 
Fort Monmouth, Eatontown 
(a) Fort Monmouth, Eatontown 
(6) Fort Monmouth, Eatontown... 
(c) Fort Monmouth, Eatontown. --- 
Fort Dix, Wrightstown__........._- 
(a) Fort Dix, W rightstown. 
(b) Fort Dix, Wrightstown 
(c) Fort Dix, Wrightstown 
New Mexico: 
Sandia Base, Albuquerque_-_----.- 
(a) Sandia Base, Albuquerque 
(b) Sandia Base, Albuquerque 
White Sands Missile Range... 
New York: 
Fort Hamilton, Brooklyn_._. 
(a) Fort Hamilton, Brooklyn-. 
(6) Fort Hamilton, Brooklyn 
Schenectady General Depot, Schenectady 
North Carolina: 
Fort Bragg, 
(a) 
(b) 
(c) 
(d) 


.. 270 


Fayetteville _- 

Fort Bragg, Fe ayetteville_- 
Fort Bragg, Fayetteville 
Fort Bragg, Fayettevlile 
Fort Bragg, Fayetteville 


Ohio: 

Rossford Ordnance Depot, 
Oklahoma: 

Fort Sill, Lawton 
Pennsylvania: 

Carlisle Barracks, Carlisle heros 
(a) Carlisle Barracks, C arlisle_. 
(b) Carlisle Barracks, Carlisle- LEESON 
Letterkenny Ordnance Depot, C hambersburg. - Pepa. See de abd an 5 
Tobyhanna Signal Depot, Tobyhanna_. 
Tennessee: 

Milan Arsenal, Milan- 
Texas: 

cid crceccnecncnttliel sé tdendiensdinbilllanss 

(a) Fort Bliss, El Paso 

pce se ee ee. ul o..... ANe dae akin 
Fort Worth Quartermaster Depot, Fort Worth_....--....-- anos 
Fort Hood, Kiliee........_.---------.---- 


Ross ford 


Fort Sam Houston, San 0” ER FO ene aeraee -- , Seen i 
(a) Fort Sam Houston, San Antonio 
(6) Fort Sam Houston, San Antonio 
Red River Arsenal, Texarkana 
Utah: 
Dugway Proving Ground, Tooele 
Ee Ne Ny Ono cn wenesdcencnucboccesencouketced betbaiud 
Deseret Chemical Depot, Tooele 
Tooele Ordnance Depot, Tooele 
Virginia: 
Fort Belvoir, Fort Belvoir 
(a) Fort Belvoir... 
COR BOO ot cba 4. FI ae ALL uaa 
Fort Monroe, Newport News 
Fort Eustis, Warwick_. 
Fort Lee, Petersburg-- --- pe 
(a) Fort Lee, Petersburg...---- d bob attedi ASL BAL 
(b) Fort Lee, Petersburg... -- : : aa 
(c) Fort Lee, Petersburg__----_-- = itanedecd Ehcaes ae 
(d) Fort Lee, Petersburg. _- 
Puerto Rico: 
Henry Barracks, Cayey- -.-.----- 
Fort Buchanan, San Juan__-_-- 


ea ee eee 
PORTIINO suk sno nce 








1, 000 


760 


2, 000 
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Military Wherry projects acquired—mandatory or permissive—and unacquired—Con. 


[MAC—Mandatory acquisition; PAC—Permissive acquisition] 











Number of 
units 








NAVY 
Index No. State and location 
California: 
1 Marine Corps Supply Depot, Barstow --......-..........-..-----.-------- 
2 Naval Auxiliary Air Station, E] Centro. ....-..-.........--...-.........- 
3 — Ordnance Test Station, China Lake...............-...---.-.------ 
Oe tne eiel adnhibdtiaies este laddiiebonene 
MAO : Naval Postgraduate School, Monterey....-..-..-.....--.-----.-------.--- 
Marine Corps Base, Camp Pendleton (Oceanside)_...............-..-.-.-- 
8 RE EERE SOE 5, 5 ht EE A ae me ees aa 
MAC 10 Naval Construction Battalion Center, Port Hueneme 
ll ents SeORs, Ge. DD... ncncce ninth bast hadtbtilntssukisnsidecences 
12 Dcacillll nishinpsiomniinnnitinnammansionaintatttdciitbhdn qittibtedddiiiindinpennegad 
13 FS ee a ee eee eyes Se) eee 
14 MintidebdbesaceenRudankupeinhantsceudaScadancdcstonuadu~wvanbiidesbad 
15 Naval Air Station, Moffett Field, Sunnyvale.__............-.......-..... 
PAC 16 Marine Corps Air ‘Station, A OER er eee 
17 Naval Supply Annex, MR ett itcghl ys. cdi-cacead 
18 Marine Corps Training Center, Twentynine Palms-_........-...--....-- 
Connecticut: 
19 — Submarine Base, New London. .-................--.-..-.-....-.... 
20 Naval Station, Green Cove Springs---...------ | Waa 
21 EE ES OSE: See ae ye ie ee oe 
22 cet SANS UL ele SEE A bo urea es). 2 a 
23 i SO Ae cienenennaumaipedn aac 
24 Naval Auxiliary Air Station, W hiting Field _- ne yee ee 
Illinois: 
25 Naval Air Station, Glenview ____-  cieininisonundh ian inentiod alialtine btttiind 
MAC 2% Naval T commas Center, Great Lakes. _____- 
27 eT SS iia nur wennittttvhiude home. bie on 
23 . UB OR Re ke ES CE Ce EE oe ae ee 
Indiana: 
29 Naval Avionics Facility, Indianapolis --_-_-_-_-_--_- . 
30 Naval Ammunition Depot, Crame___....._.......-_.- > 
Kansas: 
31 nn ier ND, Cn rn nnn nibble decide atbelillh son 
Louisiana: 
32 oadin Naval Eee mS eh ER ee 
ain 
33 Naval Air Station, Brunswick ____........_--- sore Qed) 
Maryland: 
34 ee one ae et ae ae 
35 a ii ypemes meer, Se | ls bt Seal etl dt ceased. 
9 a oe BL LE Ea ae a eS ae 
PAC 37 Naval ‘Propelient eS OS Sr ee eee ee 
RB OL aS NS Tet cree ce, oe ee 
39 Naval “Air eeiiom, Penman’, River... cs Sauces cess Gail... 
40 ENS SAS a ey ee eee Fh 
41 SS A ER a Roar Vea hay me po 6 ee 
Massachusetts 
PAO 42 ist Naval I District, aston enon, Gamnnbenes . sd) sess eee... 
New Jersey: 
43 Naval ‘Supply ee ee eo ennwewaereee ee 
44 ee es BO nn suse bal Ss nies a Ti ane 
North Carolina: 
MAO 45 Marine Corps Air Station, Cherry Point....................-...--.-.---- 
46 BS VE Re ODE Be ee eee ra eee eee eee, en 
47 SE ES ae ae Te a ee ee 
45 Naval Air Facility, Weeksville (Elizabeth City) ..........-.....------..- 
MAO 49 Marine Corps Base, Camp Lejeune..................-..--...-.---.----... 
50 a REE tes Ey ee ae ae ee See 
51 Ri: ERSTE ee ee So es 6 a age 
52 BS RETR eR Se er ee ae eet a kh 
Rhode Island: 
53 Naval Base, Newport 
54 BLS ONE RE Ce 
55 NAB AS GRE RARE TO a ee ae eee 
56 Naval War College, Naval Base, Newport................-.....---.-...-. 
57 Deaeeet A Btation, Guemect Petes... ....onccccncnncennveneesasksisssudss 
South Carolina: 
MAC 58 Cy Corps Recruit Depot, Parris Island. -....................--....-.- 
mnessee: 
59 on Naval BT Es on cnnnncnncchumenbaunasbscasekaeeue 














SREP TIT 


4 
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Military Wherry projects acquired—mandatory or permissive—and unacquired—Con. 


[MAC—Mandatory acquisition; PAC—Permissive acquisition} 
NAVY—Cortinued 


























Index No. State and location Number of 
units 
bes 
60 Naval Air Station, Corpus Christi_...........- iy Bar Aye BOR ee PD 340 
61 Nav SE EE pe ge lan ce a del iS tl is, | tee 129 
j2 Naval Auxiliary Air Station, Kingsville_- | pi ch AP cell ti te Ae. | aD 296 
Virginia: 
63 Naval Aviation Ordnance Test Station, Chincoteague _...........__..--- 306 
64 pe SSRIS 0 LIE fap a SRE 516 
65 pe Ne - ae oe el the ht Ml Rg 20s ng A | ST 400 
MAO 66 Naval Amphibious Base, Little Creek...........-.....-.....----...--.--- 400 
PAC 67 Sa ED CO I nn gO ee ea eee wn weniis aie 20 
PAC 68 al i FR a i 26 
MAC 69 a ee no inte ns ene meinbiadinieeaas 554 
70 Naval Shipyard, Portsmouth ge np lhl A ae 159 
71 Cee ee ee enn. aberannanamesgass aban 450 
MAC 72 Or TE nic... <3we peeeransoarcasemrentoarerss 130 
Washington: 
73 ee eee ee nn cose nace uennenebeamumnn 300 
Hawaii: 
MAO 74 —_ S hae Deatieie ee ee, Wee... oe ee, - 
75 an in a Ta i lw vo me ee 
MAC 7 Ni an fen: Fant hae Oe. .  e 480 
77 BRE EER OS ER ag Sn pe ERE IR ke 4 nS 482 
MAC 78 FER SORE EE BR ll er ap lll A RS 76 
MAC 79 een de SS eee ee See ee See ee Ne 426 
A Tilt IES Sa ET EE aa ee Np lel fin eee i 5 SN 8, 626 
I a a a a a a 1, 151 
aR TE acral ete tite SIG ee tl tt Rie Bind at i REELS 9, 777 
AIR FORCE 
Alabama: 
PAC 1 Brookley Air Force Base, Mobile_. EEN LOT 175 
2 Maxwell Air Force Base, Montgomery......-.- ava sioien 6'aiciamegieindiinaadll 250 
PAC 3 Craig Air Force Base, Selma. ll tress wtimnch sine l aabdh tire ate this 225 
Arizona: 
MAC 4 Williams Air Force Base, Chandler_.......---. nt epee ee ere 500 
(a) Williams Air Force Base, C ain eget im 
(6) Williams Air Force Base, Chandler-__-_-- eS ee 45 
(c) Williams Air Force Base, Chandler_...-...............---... 15 
(d) Williams Air Force Base, Chandler..................-.-...-. 168 
(e) Williams Air Force Base, Chandler................-...-.---- 105 
5 Davis-Monthan Air Force Base, "Tucson.........---.-. speriaine i 550 
(a) Davis-Monthan Air Force Base, rea 
(6) Davis-Monthan Air Force Base, Tucson...---......--.------ 250 
California: 
MAC 6 EUV Ee Fe IR Se cine enteenh ova eomennnniadindgdeccsnse 980 
Ciba Be op Oe Ne OO”, ae er ae 495 
(6) Travis Air Force Base, Fairfield .....................------.. 485 
PAC 7 Castle Air Force Base, Merced _ enineé >) <cqnantt «ape wtinh~peelibiean 700 
(a) Castle Ait Force Base, Merced _ einige eraeeisienai ne 
(6) Castle Air Force Base, Merced... -.......-...-. 2.224.612 s- 200 
MAC 8 WOES Bar WO) TO, Band. cmebico pnt apie adébise deonencece 1,350 
(a) Edwards Air Force Base, neath Rea ieee ar ih > il 550 
(b) Edwards Air Force Base, Muroc...............---------.---. 500 
(c) Edwards Air Force Base, SR eee ar ape e 200 
(d) Edwards Air Force Base, Muroc..........-..-.---...-----.-- 100 
PAC ¥ March Air Force Base, Riverdale...........-.....--------...----------.-- 644 
MAC 10 Paather Ais FVOreh Ree, CO. oo vircndh < encss cevesisownh resin 750 
(a) Mather Air Force Base, Sacramento-.-.....--... peaeaseiehenaitladiabieie 375 
(b) Mather Air Force Base, EE can Sonh poanaianckiwateme 375 
MAC Il McClellan Air Force Base, McClellan_._._............-.-.---- Se ae 105 
MAC 12 Hamilton Air Force Base, San Rafael.......-- atleast cag cat i tucks 505 
PAC 13 Geures Air PGES TIGie, VOR as ce ea ements esi oe dace daw signe +3 <e 650 
(a) George Air Force Base, Victorville__.............-.---.-----. 250 
(b) George Air Force Base, Victorville.........-..........--.--.-- 400 
Colorado: 
PAO M4 Lowry Ait Fores Wane, TOW nn ieneesid a nactio ansaid nt deenencastninedn-< 480 
(a) Lowry Air Force Base, Denver..............---...--.-....-.-. 384 
(6) Lowry Air Force Base, Denver-..-....-.-.....---.-..------..-- 96 
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{[MAC—Mandatory acquisition; PAC—Permissive acquisition) 
AIR FORCE—Continued 





Military Wherry projects acquired—mandatory or permissive—and unacquired—Con. 











Index No. State and location 
Florida: 
MAC 15 I ii OI i oka Saeeeen 
(e@) Patrick Air Force Base, Cocoa..............-.-.---...---.-- . 180 
oe. @ \ gg. ye eee epee 500 
MAC 16 Tyndall Air Force Base, Panama City. --............-.--.---------.----.- 
PAC 17 ee A nt ks lacie dnd oanseees 
(a) MacDill Air Force Base, Tampa. _................-......-.. 550 
(6) MacDill Air Force Base, Tampa--_-.............-...-.-.-.-. 290 
MAC 18 ee ar ee eee, We gn ink oo ne re creas de sennse ‘ 
(a) Eglin Air Force Base, Valparaiso_........_- shieatiie anita Gacen 525 
(6) Eglin Air Force Base, Valparaiso _- --- ak deta oles alte et ok 225 
Georg ia: 
19 ee ee ny Sn eee nn ceedbodunmensciébioueiun 
MAC W Robins Air Force Base, Warner Robins___................------------ : 
(a) Robins Air Force Base, Warner Robins__---........-----.--- 200 
(6) Robins Air Force Base, Warner Robins_--_..._.....-------- 200 
itah (c), Robins Air Force Base, Warner Robins ---.-.........-------- 100 
aho: 
MAC 21 mee Home Air Force Base, Mountain Home. -_...-.......-.---.---- 
ois: 
PAO 22 Sn ae Se I, SU duemepsodaemsn 
(a) Scott Air Force Base, Bellville. ................-.-.2.-...-..- 500 
(6) Scott Air Force Base, Bellville _...............-.....--..-... 500 
MAO 23 ne ars I I on eo oo ewasnecogswunaces 
(a2) Chanute Air Force Base, Rantoul. -._..........-....-....-.--. 602 
(6) Chanute Air Force Base, Rantoul. -............--..-.-..----- 198 
Louisiana: 
MAC 24 Barksdale Air Force Base, Shreveport .................--.-.---.-----..--- 
(a) Barksdale Air Force Base, Shreveport--......-.--..----------. 544 
(b) Barksdale Air Force Base, Shreveport.-_.............---.---- 148 
Maine: 
PAC 25 Loring Air Force Base, Limestone..----.--- 
(a) Loring Air Force Base, Limestone_. ‘ ost 
(6) Loring Air Force Base, Limestone...............------------ 
(c) Loring Air Force Base, Limestone-._..............--.--.--.-.-- 
(d) Loring Air Force Base, Limestone.......-........--.---.-.-- 
MAO 2 Presque Isle Air Force Base, Presque Isle_......-..-----..---------------- 
Massachusetts: 
MAO 27 Westover Air Force Base, Chicopee Falls..........--.....---.------------ 
(a) Westover Air Force Base, No. 2, Chicopee Falls..........-..- 268 
(6) Westover Air Force Base, No. 1, Chicopee Falls.......-...-. 882 
Michigan: 
PAC 2 Selfridge Air Force Base, Mount Clemens.._..................-...----.-- 
Mississippi: 
MAO 2 nn ee a cee aur embibbooseshs 
(a) Keesler Air Force Base, Biloxi. ..................-.--..-.---- 580 
@) Kaatier Air Pores Base. eee ee ces 138 
oe pe ee SS Ee eee ers 140 
Montana: 
MAC 30 Malmstrom Air Force Base, Great Falls....................-----..------- 
(a) Malmstrom Air Force Base, No. 1, Great Falls. -............ 192 
(6) Malmstrom Air Force Base, No. 2, Great Falls............-- 400 
Nebraska: 
MAC 31 Se a ee een ee aeabkdeneneabaccasees 
Nevada: 
MAO 32 a ep RI IR La a 
(a) Nellis Air Force Base, Las Vegas. ..............-------...--- 400 
(6) Nellis Air Force Base, Las Vegas. .................-------.-- 400 
New Mexico: 
MAC 3 Holloman Air Force Base, Alamogordo... ----......-...-.---------------- 
(a) Holloman Air Force Base No. 1, Alamogordo--.........-.--- 400 
(6) Holloman Air Force Base No. 2, Alamogordo. ---..-.....---- 200 
PAC 34 War Rae Wared ns Tc 5 so vn one osc e nde tenssci..- 
(a) Walker Air Force Base, Roswell..............--..---.--..... 401 
(6) Walker Air Force Base, Roswell--.-.............---.-.-.-----.- 399 
New York: 
35 Mitchel Air Force Base, Hempstead -_--.--.......-.---..------ PURER 
(a) Mitchel Air Force Base, Hempstead-.............-...-------- 260 
(6) Mitchel Air Force Base, Hempstead-_.-.............--------. 368 
MAO 36 ion ar ne Gees SOT INEE 0a5 8-3 ooo Sw cs eS oot ven ea mcentne 
0: 
MAC 37 Lockbourne Air Force Base, Columbus-----.......-.---.-.---------------- 
38 Wright-Patterson Air Force Base, Dayton_--..---....--...-.-------------- 
“ Wright-Patterson Air Force Base, Dayton...........---.-.--- 532 
(6) Wright-Patterson Air Force Base, Dayton_.........--..----- 468 
(c) Wright-Patterson Air Force Base, Dayton_..........--..---- 494 





(d) Wright-Patterson Air Force Base, Dayton....-.......-.-.-- .. 506 





Number of 
units 


192 
1, 150 


511 


611 


s 


g 


S82 & 
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Military Wherry projects acquired—mandatory or permissive—and unacquired—Con. 


[MAC—Mandatory acquisition; PAC—Permissive acquisition] 
AIR FORCE—Continued 





Index No 


State and location 


Number of 
units 





PAC 39 


MAO 40 


MAO 4l 


PAO 42 
MAC 43 


PAO 45 


PAC 55 
PAC 5 





South Carolina: 
ee Se ee ee eae 
(a) Shaw No. 1, Sumter... 
(b) Shaw No. 2, Sumter__--- 
South Dakota: 
maneworen Als Bores Bass, Banld Olty...n.ccssnasaconcwoyanebindncensensc 
(a) Ellsworth Air Force Base No. 1, Rapid City....-.....-.-... 401 
(6) Ellsworth Air Force Base No. 2, Rapid City................. 490 
Tennessee: 
oo ie oP YY ee ee ee. ee 
Texas: 
Berestzom Air Fords Bett: ANGUA. ..nccnsccscccceskccsmsunudecdndécuccese 
EU BG Re ee ee eee en ae 
ep ey Sb ee ee eee 400 
0p Se et OS BE, FEE FR ivncnconncsnnndnccescesnconccns 400 
Ca ee re se POs og keen ctasencccectcncanenncgundienn 
Resse Alp TOres DOO, LANG oo hist eailtemcsidnbittiinbctinbbWasssnots 
pe OP". YO YE eee ee ee ee 
(a) Kelly Air Force Base, San Antonio..............-....-....-.. 292 
(6) Kelly Air Force Base, San Antonio.-...........-.--...-.-..-- 300 
Randolph Air Force Base, San Antonio--.............--...------.-------- 
(a) Randolph Air Force Base, San Antonio..........-..----.--.- 284 
(6) Randolph Air Force Base, San Antonio.................--.-- 328 
Lackland Air Force Base, San Antonio.............-...........-...-...-- 
Ee ee en ociecumasedauanesanwas 
James Commaliy A Peres Bend. W800. . .ccccnccdccoadeboonsbtocosasssce= 
. mwas Fe RE es rc capone cencdumencancesineesneace 
Jtah: 
man Aor Dares Dats, Get... . 223 biet hel. emcas deci ini cse 
Washington: 
Bees Dae ee a NO I, on on nn ccc vtenk nn cncncncecaneaueans 
(a) Larson Air Force Base, Moses Lake..............----------- 400 
(6) Larson Air Force Base, Moses Lake...........------.------- 200 
(c) Larson Air Force Base, Moses Lake. ............-.---------- 200 
Weise BUF Wares Tees CORO, 0 nccndareprieccenssncdveccessomsnseon> 
(a) Fairchild Air Force Base, Spokane. 
(6) Fairchild Air Force Base, Spokane... ; 
(c) Fairchild Air Force Base, Spokane....................--.---- 220 
Wyoming: 
Francis E. Warren Air Force Base, Cheyenne..............-..-.--.-.---- 
Puerto Rico: 
momen Ais Fores 16s, AGGGOR. nc scidesscnteedmconp eb caweetpenties one 
ee Ey SB ce no, on ncincinedainimmaanins onehennee 75 
> Maiany B60. E AMI concen ceicetediss Masse duet clvdiede 420 











I din wudd cn ous Vesnlitnnevec.ascndccccconsentinetraeabivtecbaace 
PN Oa 5 ds Waipwecieina secdnadsscpndhedipstdugunts cubbanpanirtdcnmpenaseda 


891 


Se § 


a 
oa 


1 


oO 


12 


S855 


8 8 


s 


1, 


5 








19, 352 
12, 028 
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Unacquired Wherry projects 


ARMY 
Number 
State and location of units 
Alabama: Anniston Ordnance Depot, Anniston._._....._.._-...------ 95 
Arizona: Navejo Ordnance Depot, Flagstaff__.__............_------- 69 
California: 
Sierra Ordnance Depot, Herlong_-----.- ccgucoee sv stout uae. 125 
Presidio of San Francisco, San F paeininen 2h 22. see A wade 500 
Colorado: Fitzsimons Army Hospital, RTO Sette CAE ead a wide oe « oe 200 
Georgia: 
eR es ee a a hk 125 
Ort DEST, US bial 06 ie oe em GL ses 225 
Illinois: 
Headquarters, Fifth Army, Chicago #____..-..._.._-__-.----.---- 252 
ers Den, Benen... . + AA eae dS e323 epintie pile ~< 100 
Indiana: Fort Benjamin Harrison, Indianapolis ?________..____.------ 300 
Kentucky: Blue Grass Ordnance Depot, Richmond_-_-_-_-.-.---.------ 65 
Maryland: 
Aberdeen Proving Ground, Aberdeen !__.______.__---____--- ad 796 
Army Chemical Center, Edgewood ?_ _ ____- anes SSS OA Gee. J. 554 
Pare Pee, Sane. |. . chintdn } Gta cwek sa eion sp wan <> =~ 2 J 149 
Massachusetts: Fort Devens, Ayer !__.____.._---__-- éJeieres. .. 202 
Michigan: Detroit Arsenal, Detroit_____- BRS 29167 ot. BGIOr ees AD? ig 150 
Missouri: St. Louis Ordnance Depot, St. Sahel aelber lipe ea AS a 120 
New York: 
8 Lage pagan Ne hie ER RO ae 681 
Schenectady General Depot, Schenectady resets mi ah san eee aa 52 
Ohio: Rossford Ordnance Depot, Rossford_........_...._....--.----- 28 
ee gE eS a ee a et) a 500 
Pennsylvania: 
Caras Beseeian eke... oti wks 6 Skt secede. esses 152 
Letterkenny Ordnance Depot, Chambersburg - ----_---------- vo 48 
Tobyhanna Signal Depot, Tobyhanna-___-_-.-...-_.------------- 200 
Tennessee: Milan Arsenal, Milan...............--- ia 2. See 100 
Texas: 
Fort Worth Quartermaster Depot, Fort Worth_._...._..--------- 30 
CAR er RUE SRESIINNED. NDE, Seine Sia = Silane ce oupt- =~ sei cum - 500 
Port Bae enion:- Ban Antonio +: — = 68526 260% et A eee nd 840 
Red River Arsenal, Texarkana------...-.------ ci Ppecaxt 8: See 5 55 
Utah: 
Tytahy (pemeren nae Caen Se ce ccw cw ewe eu LL 53 
Desert Chemical Depot, Tooele____.-------------- rab at alee riee wes oe 26 
Terenas seeon, 200eIn.. ~~. 5 25 
Virginia: Fort Monroe, Newsport News- ------ siscietdnseh ee linipsecesinibeiceaeipmadsice 206 
Puerto Rico: 
eo ciincsns ochiere te eawame skein a aban au au mies 74 
EE ee Oe ae eee nen ee See ae 237 
i Oh Ain hie tein dee Dini enw as onan aan cae silbde« 7, 834 


1 Proposed for acquisition fiscal year 1960 (2,038 units). 
2 Proposed for acquisition fiscal year 1959 (2,439 units). 








: 
; 
' 
i 
| 
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Unacquired Wherry projects—Continued 
NAVY 
State and location Number 
California: of units 
Marine Corps Supply Depot, Barstow___.....-.--------------... 337 
Naval Auxiliary Air Station, E] Centro_-_.......-.-----..-.---..- 70 
Naval Ordnance Test Station, China Lake *___.____.------.---.-- 300 
Pe Ree ss 25 este = 6 rer ee Oe Be Cn 2 ee ee 300 
} Marine Corps Base, Camp Pendleton (Oceanside) ____....-------- 562 
Re aio le eek ke Bote Eo Oa gee oN Se A is oT Ret att he Recta E 499 
a a a la a a a a 501 
Pi VGE: See SO DORN enn rn waa we am a Agee alg aS 460 
ERE TR a aang Reape ene Atal TES 436 
eee = S223 ees Sakae b caircineaen ia ohia es aoc Mistonte tee orokdanaiee a cee tee crow 415 
| Bh nap hanes ange lest IE NEO RIO ROSE TNT 480 
Naval Air Station, Moffett Field, Sunnyvale__.....-...----2.-.-- 72 
| Naval Supply Annex, Stockton... 264 10.0 10U ee bad ek eed 43 
Marine Corps Training Center, Twentynine Palms *___......-..-- 493 
: Connecticut: Naval Submarine Base, New London 4___.........__--_- 450 
Florida: 
Een nee, GaNOe (OWS RRB in 6 in acid ensone sue secunce 392 
| PN I ee dla linia enka cians originates eens cabana 120 
ch a ® Yantra lathes ee at cs tetas SNR Sng PP PIE ne 568 
dE aT RI ce RP eae ane ee aR era 312 
Naval Auxiliary Air Station, Whiting Field *........__--- alts apianate of 
TOS NOVEL. Ait nt GOREN So 8 nnn emecmnenscennscnsonece= 264 
Indiana: 
Naval Avionics Facility, Indianapolis.............-.......-.-.-- 10 
PUG) AMEEION SPOON. CN nn on iemcnce cw ntanccanndeud 200 
Monnens: "Naval A Gisticn, Ole os. in ened ee 196 
Louisiana: Naval Station, New Orleans-_-_.--..---~- eentnrtr ANTS 8 | 90 
Maine: Naval Air Station, Brunswick *...._..........-........-22.-- 232 
Maryland: 
aval Aeemnmey) AnUiaweiee 10 aoe oko ou. s suuubede ke 396 
Naval Training Center, Bainbridge. ._..........--....---------- 118 
FIM Bilile ee UO Gad dbbnwaddvicnnedhedbticadetdcekhideaad 626 
Naval Air Station, Patumtat Riveticisc ssl. i. co eel 476 
ak tac ates ae era a ada sgh gal ah hia Beaaerchics addin 268 
E.G RE PR ie ee ate ee a eee 256 
New Jersey: 
ee ee Sn, Ne ne ee deaus neteenhenanies 157 
DURE ae TOON, SOR oon coe eco Se oes 230 
North Carolina: Naval Air Facility, Weeksville (Elizabeth City)_.----. 42 
Rhode Island: 
pO eR, IOS et 8 SS tI 52 
15, Pel eR ESR SR TP LITE OR Heo ae nae RSE NT ng AS al 24 
} BET nests tains chisues Skip emnarnieh replant aia csiemamnitaers aa eee inaletiniia, atte te: tei tiadtiet innit 80 
Naval War College, Naval Base, Newport *._........------------ 200 
GE 2000 CORRE CORI RI aa, sash ectenmpinineremetoneumibrtintine 351 
Tennessee: Naval Air Station, Memphis_.........-......-.---------- 540 
Texas: 
DROLET COCENOED, CIE RUINS na elias ios cers ev ns ows oh te nce pred ipl 340 
I ie me mi 129 
Naval Auxiliary Air Station, Kingsville.............---.--------- 296 
Virginia: 
Naval Aviation Ordnance Test Station, Chincoteague__-..-.------. 306 
OE NO TR iol ihre nn SU Tha cts is Amina Seinen ote 516 
Sepals ater ent pine a Hee Re os RI se eine ae: SP da Pen 400 
EEE CRT, TOPIONIE. on chi ckinne cad Sa Neuen denen amegeinne 159 
Mazine Coma Gohaok: Quantico * «6 onda dnc an nennnt-aesdeonees 450 
Washington: Naval Air Station, Whidbey Island 4......-.--..-.--..-- 300 
UE so ao ets rks ee Ee a south ula anna nee aneain aati eae 14, 610 


3 Proposed for acquisition fiscal year 1960 (2,995 units). 
* Proposed for acquisition fiscal year 1959 (2,773 units). 
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Unacquired Wherry projects—Continued 


AIR FORCE 
‘ Number 
State and location of units 
Alabama: Maxwell Air Force Base, Montgomery §___.____.._.________- 250 
Arizona: Davis-Monthan Air Force Base, Tucson §______.______-______- 550 
Georgia: Hunter Air Force Base, Savannah §__________.______________ 500 
New York: Mitchell Air Force Base, Hempstead _-_-_.-...-...-.------ 628 
_ Wright-Patterson Air Force Base, Dayton §.__________________- 2, 000 

exas: 

Carswell Air Force Base, Fort Worth §____.._...-.---_--__-____. 600 
Kelly Air Force Base, San Antonio §_ ___...............---..-_-- 592 
Randolph Air Force Base, San Antonio 5___..........-.----..---- 612 
RS RRR CRITE. aS Ee ee. oe 5, 732 


§ Proposed for acquisition fiscal year 1960 (5,104 units). 
Nore.—None proposed for acquisition during fiscal year 1959. 


[Corrected copy] 
No. 4270.22 
Dated April 28, 1959 
ASD (P. & I.) 


DEPARTMENT OF DEFENSE INSTRUCTION 


Subject: Standards and criteria for the renovation and improvement of acquired 
Wherry Act housing. 


References: 
(a) DoD Directive No. 4165.29, “Acquisition of Wherry Family Housing 
Projects.” 


(b) Bureau of the Budget Circular No. A-45, June 3, 1952. 

(c) Bureau of the Budget Circular No. A-18, October 18, 1957. 

(d) ‘Minimum Property Standards for One and Two Living Units,’’ Federal 
Housing Administration, November 1, 1958. 

(e) DoD Instruction No. 4270.7, “Air Conditioning, Evaporative Cooling, 
Dehumidification, and Mechanical Ventilation.” 


I. PURPOSE AND APPLICABILITY 


This instruction sets forth the general policy and standards and criteria for 
renovating and improving Wherry Act housing acquired under title 1V of the 
housing amendments of 1955, as amended by Public Law 1020, 84th Congress. 


II. DEFINITIONS 


A. Exterior enlargement: Enlarging a living unit by means of new construction 
outside the shell of the existing house proper. 

B. Improvement: Altering the original design of a dwelling by modifications 
and/or additions in order to correct functional deficiencies and/or increase the 
number of rooms, including bathrooms. 

C. Interior enlargement: Removing or rearranging partitions between two or 
more living units. 

D. Living unit: A dwelling or separate portion thereof which provides complete 
living, sleeping, eating, and related facilities for one family. 

E. Net area: That space inside exterior and party walls of a living unit, ex- 
cluding basement or service and bulk-storage space in lieu of basement, attic, 
garage; carport, open porches, enclosed porches without interior-type finishes and 
conventional windows, and, in multifamily dwellings, common stairways, halls, 
and entries. 

F. Renovation: Repairing and refinishing of a dwelling necessary to restore it 
to acceptable habitability and safe and sound condition as originally designed, 
including site and utility repair work required to restore the project to acceptable 
condition. 

III. GENERAL POLICY 


A. Designation as public quarters: Pursuant to the requirements of reference 
(a), acquired Wherry housing shall be designated and administered as public 
quarters within 60 days following the date of acquisition. Fully justified requests 
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for exceptions may be submitted to the Assistant Secretary of Defense (Properties 
and Installations). 

B. Improvements based on occupancy designations: Programs for the improve- 
ment of living units shall be based on a requirements study of each project aimed 
at minimizing improvements through the judicious occupancy designations (i.e., 
families of enlisted men and junior officers) which would permit optimum use of 
units without adding additional rooms. 


IV. STANDARDS AND CRITERIA 


A. Renovation: Typical renovation of dwellings and site may include, when 

necessary, the following items: 

Structural corrective measures to insure safety; 

Termite and pest control; 

Roofing and sheet metal work; 

Repair of plumbing, heating, and electrical systems; 

Restoration and repair of interior and exterior finishes and equipment; 
Corrective measures to prevent site erosion; and 

. Resurfacing or repaving of walks and roads. 

B. Improvement: The improvement of dwellings shall conform to the applicable 
policy and standards of reference (c), and the standards for improvement shall not 
be less in any case than the standards indicated in reference (d). 

1. Typical improvement of dwellings may include, when necessary, the following 
items: 

(a) Provision of adequate electrical service, including power outlets for 
authorized equipment; 

(b) Soundproofing of party walls; 

(c) Improvements to effect adequate fire safety; 

(d) Enlargement of kitchen, utility, and bulk-storage space; 

(e) Improvement of interior and exterior finishes and equipment; 

(f) Provision of a maximum of two complete bathrooms for four-bedroom 
living units; smaller units normally may not be improved to provide more 
then one complete bathroom; 

(g) Provision of adequate thermal insulation; 

(hk) Provision of an adequate heating system; and 

(i) Provision of adequate cooling facilities in accordance with reference (e). 

2. Interior enlargement may be employed for the primary purpose of adding 
rooms to a living unit or correcting design deficiencies. It will normally not be 
employed for the sole purpose of increasing space in existing rooms. 

3. Exterior enlargement normally may be employed only for the purpose of 
providing adequate kitchen space, and adeauate utility and bulk-storage space 
when not available in existing basement and/or attic. Kitchens may be enlarged 
to provide adequate counters and storage cabinets, suitable sink units, and space 
for procurement-type ranges and refrigerators of appropriate sizes. Utility space 
may be provided for a clothes washer and drier, and, when required for heating, 
hot water, and other mechanical equipment. The addition or enlargement of 
other rooms by exterior enlargement shall not be employed except when no other 
alternative exists to meet installation housing needs and such enlargement is 
economically feasible. 

4. Adequate net floor areas: The following table of net floor areas, by rank 
or grade and number of bedrooms, shall be used as a guide in planning improve- 
ments and in assigning renovated or improved living units as public quarters; 
however, only in unusual circumstances will living units be considered inadequate 
for a given rank or grade for the single reason of insufficient space. 


NOC S WN 


TABLE I.—Adequate net floor areas 


{In square feet] 





Major or 
Number of bedrooms lieutenant Junior Enlisted 
commander officers grades 

and above 





lun nclinhenwaslbncananquentpanahseqduanebahe tdenbedaminnh ans th tbebbech ob phine 700 610 
Rines ane obssapaenasesncssnspeancskbducesisathgceneuaswanesbewtsinn 950 865 750 
ee ee, a ee ee Ee 1, 120 1, 035 960 
Teeetcocpececeqecqocasandesscaseespoeceguccsacspagnpaceescuepes 1, 225 1, 185 1, 080 














5. Carports and garages normally shall not be added to Wherry living units. 
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Vv. Cost 


The construction cost of all necessary renovation and improvement, including 
contingencies, normally shall not exceed a project average of $3,000 per completed 
living unit. Exceptional! cases, in which adequate improvement cannot be ac- 
complished within this limitation, shall be submitted with complete justification 
to the Assistant Secretary of Defense (Properties and Installations) for review 
and approval prior to submission by the military departments to the Committees 
on Armed Services of the Senate and the House of Representatives. 


VI. SUBMISSION OF TECHNICAL DATA 


Coincident with each request for allocation of funds, the following data will be 
submitted to the Technical Division, Office of the Assistant Secretary of Defense 
(Properties and Installations) : 

A. Existing and proposed composition of the project by rank or grade, 
number of bedrooms, and net floor areas of typical units. 

B. Total estimated cost of project with breakout of principal categories of 
renovation and improvement and cost of each. 

C. Sketches showing site layout of project and floor plans of typical units 
indicating existing conditions and proposed changes and additions. 


VII. IMPLEMENTATION 


This instruction shall be implemented by the military departments within 30 
days after date of publication, and, immediately thereafter, two copies of the 
implementing instructions shall be forwarded to the Assistant Secretary of Defense 
(Properties and Installations). Should a military department choose not to imple- 
ment this instruction fully in a single document, a staterent, in duplicate, indi- 
cating that full implementation has been accomplished and outlining the method 
of implementation, shall be furnished to the Assistant Secretary of Defense (Prop- 
erties and Installations), accompanied by two copies of all implementing docu- 
ments. 

VIII. EFFECTIVE DATE 


This instruction becomes effective upon date of publication. 


Fioyp 8. Bryant, 
Assistant Secretary of Defense, Properties and Installations. 


Mr. Kitpay. Because this is a subcommittee of the Committee on 
Armed Services, it is important for us to secure information as to the 
history of the operation, and what-not, of the Wherry housing system. 
Mr. Boyd did a splendid job on yesterday about highlighting all of 
that from the standpoint of the Wherry sponsors, sat Mr. Arrington 
this morning has done a good job from the standpoint of the 
Department of Defense. 

f course, the obligation that this committee has is to try to expe- 
dite you out. You told us how you got in it and what you have done 
since you have been in it, and our job is to try to get you out of it just 
as quickly as we can. 

As I understand it, now, as to the Air Force first, in the remainder 
of fiscal 1959 and during fiscal 1960, with the exception of the Wherr 
project at Mitchell Field, Long Island—aAir Force base, Long Island, 
the Air Force plans to acquire all of its remaining Wherry projects? 

Mr. Arrinoton. That is correct, sir. 

Mr. Kitpay. Now, in connection with those plans, is there financing 
available from the revolving fund? 

_ Mr. Arrineron. I can’t give you an answer to that at this point, 
sir. 
Mr. Kixtpay. Will you get us the answer as to that, Mr. Arrington? 

Mr. ARRINGTON. Yes, sir. 

Mr. Kitpay. If that be true, we have little concern about the Air 
Force portion of it. That is, they will be effectively out of the picture 
by the end of 1960, with the exception of Mitchell. 
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Now, Mr. Kelleher, have you apvalyzed the Army and the Navy 
ortion, as to what their plans are, their financing, from the revolving 
und, and when we can anticipate they will have acquired these 

projects? 

Mr. Keiiener. Only to this extent, Mr. Chairman: In view of the 
fact that the Air Force will presumably use up the great part of the 
revolving fund in its acquisitions now planned, it would appear that 
the Army and the Navy, if they continue the policy that they have 
followed so far and within the limitations of the revolving fund, 
simply can’t go ahead any faster than they have been going. 

It. would appear that it is purely a fiscal matter. 

Mr. Kiupay. I wanted an analysis made of where the Army and 
the Navy will stand on acquisitions of Wherry when you take into 
consideration the Air Force program of acquisition in 1959 and 1960, 
and the availability of funds from the revolving fund, and what 
amount of funds would be necessary from some source in order to 
permit the Army to get out of the Wherry program as near the same 
time as the Air Force as possible. Those figures should be available 
in the Department. 

Did you have anything to say, Mr. Mayer? Excuse me, I thought 
you were seeking recognition. 

Now, Mr. Kelleher, I want you to contact the Department and get 
that information. 

Mr. Ke.vener. I will do that, sir. 

Mr. Kiupay. For us. 

(Information requested was subsequently provided by Mr. H. Poole, 
Office of Assistant Secretary of Defense (Comptroller) during his 
testimony on May 22, 1959, and appears later in this hearing.) 

Mr. Kitpay. Mr. Arrington, after all is said and done, our knowl- 
edge of military budgets, and whatnot, isn’t the main difference here 
the question of budgeting? 

Mr. Arrineton. That has been a problem all along. 

Mr. Kiupay. I believe that was implicit in Secretary Bryant’s 
statement on yesterday. 

(Mr. Arrington nods.) 

Mr. Kinpay. He equated all of it to allocation of funds on the basis 
of priority. and things of that kind. 

(Mr. Arrington nods.) 

Mr. Kiupay. And the availability of funds to each of the military 
departments is one of the principal questions involved here. 

Mr. ARRINGTON. Yes, sir. 

Mr. Kiupay. And it involves the constant fight for the budget and 
the division of the budget that we have seen go on here through the 

ears. 
. I think, members of the committee, that that is the point at which 
we are going to have to place a good deal of our attention. 

I think there needs to be some encouragement or compulsion for the 
departments to get out. Then we have to provide the means and the 
incentive for them to get out, and that I believe is the area in which we 
are going to have to devote a great deal of attention. 

Are there questions of Mr. Arrington? 

Mr. Wamp ter. I have a question I would like to ask. 

Mr. Kiutpay. Mr. Wampler. 


34066—59—No, 28-4 
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Mr. Wampter. Mr. Arrington, on these houses that have been 
renovated, to the extent of, say up to $3,000, how did that affect— 
how many of those and how did that affect the default of these 
particular houses at the time, as far as acquisition or negotiation? 

Mr. ArrineTon. It has no bearing on defaults. These renovations 
and improvements are made only to projects postacquisition. 

Mr. Wampuer. And that had no uate at all, as far as getting 
rid of these are concerned, as far as the Air Force or Navy, or such, 
in making that negotiation? 

Mr. ArrinetTon. You can say that the question of acquisition has 
slowed down—pardon me. The question of repairs and improve- 
ments has slowed down the Army and Navy acquisition programs, 
because they have had to divert a substantial amount of money which 
otherwise might have been available for purchase of equities to 
repairs and improvements. 

Mr. Wamp.er. Who withstood this expense of renovation, where 
you have the rooms added and such, up say to $2,500? I think I 
referred to Senator Byrd’s statement over in the Senate, about some 
of these houses, where the Federal Government has had to go into 
terrific expense in adding this renovation to these houses; is that a 
true statement? 

Mr. Arrineton. Could you define that question a little more 
precisely, sir? 

Mr. Wampter. Yes. I think I picked up an article here the other 
day, in reading where in many of these houses, up to $2,500, where the 
Federal Government has lost about $97 million, I think. It cost 
about 30 percent more than the actual investment, before they got 
through, and as a loss to the Federal Government. 

I was wondering if there was any confirmation, as far as you are 
concerned, as to the truthfulness of that statement. 

Mr. ArrineTon. Well, as I recall, when I read Senator Byrd’s 
statement, in speaking of replacement costs, I don’t think his statement 
recognized that those were replacement costs 6 and 7 years ago. In 
saying that we were spending more on these units than the cost of them, 
I don’t think he took into consideration the fact that we are taking 
units built 6 or 7 years ago which would cost more to build today and 
spending a relatively reasonable amount in addition on repairs and 
improvements as required. 

n other words, let’s say that we are taking over a project on a unit 
basis where your outstanding mortgage is $7,000. We pay $1,500 
for the equity and that makes $8,500. We spend $2,500 to fix it up. 
That makes $11,000. 

We feel that for $11,000 to obtain a unit which meets minimum 
quarters standards is not bad. I am unable to follow Senator 
Byrd’s contention of waste. 

Mr. Wampter. There is one other thing that I would like to ask. 
That is, in the revolving fund, say you have a desire for the Army and 
the Navy to want to dispose of this housing business, the same as 
the Air Force. How is that prorated as to the desire of the service, 
in order to eliminate this? Where they are using the revolving fund, 
that is? 

Mr. Arrineton. We would have to obtain from our office of 
comptroller a statement on the basis as to how the fund was allocated 
among the three services. But I think there certainly was an element 
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of the fact that the Air Force was out in front on acquisition, and I 
believe has gotten a larger portion of the funds which have been made 
available to date. 

Mr. Wampter. Well, if the Army and Navy wanted to rid them- 
selves of this housing, is it possible that they would have the same 
priority as the Air Force, in the usage of the revolving fund? 

Mr. Arrineton. I am sure they will all be given equal treatment 
relative to their needs for money. 

Mr. Wampter. Then, there is no desire, as far as the Army and 
the Navy—of course, Mr. Kelleher, no doubt, will find that out, in 
meeting the request of the chairman. As far as you know, there is 
not too much of a desire for the Army and the Navy to use the re- 
sources in the revolving fund in the Armed Forces at the present time? 

Mr. Arrineton. Yes. The Army and Navy are anxious to obtain 
funds which are necessary for their scheduled acquisition and for their 
planned repairs and improvements. 

Mr. Wamp.er. Well, somebody is going to be left out. That is 
what I am getting at. How are all services going to be appeased in 
trying to eliminate this situation, if it is strictly monopolized by, say 
the Air Force, on a priority? 

Mr. Arrineton. You are referring to the Air Force’s substantial 
plans for acquisition in 1960? 

Mr. Wampter. Yes. 

Mr. ARRINGTON. I am sure the three services will get equal treat- 
ment with respect to such funds as are available. 

Now, if you have a general shortage in the revolving fund compared 
to the total demands on it, that of course is another problem. 

Mr. Kitpay. Now, do you know, Mr. Arrington, whether there 
were allocations made by the Comptroller, or whether it was a ques- 
tion of the approval of applications from the service to the Comptroller 
of the Department of Defense for acquisition? 

Mr. Arrineton. It was basically a question of approval of alloca- 
tion requests. But I believe—— 

Mr. Kiupay. So that the Air Force coming up more rapidly with 
more applications got the approvals and used that portion of the 
funds. The Army and the Navy, moving more slowly, or not making 
applications, they got less or little, if any, of the money available in 
the revolving fund? 

Mr. Arrineron. That is true. 

Mr. Kevurener. Mr. Chairman 

Mr. Kriupay. Mrs. St. George. 

Mrs. St. GrorGe. Could I ask one question of Mr. Arrington: 
When you say three services would be treated on an equal basis, I 
take it you mean as of this date, today. Because if the Air Force 
has already gotten the lion’s share of the revolving fund, they will 
only get what remains; is that correct? 

Mr. ArrineTon. That is correct. 

Mrs. St. GrorGe. That is correct. One more question, please, 
Mr. Arrington. Why is it that the Air Force—or maybe you don’t 
know this—has discriminated in favor or against Mitchell Field? 
Why is that one exception? 

Mr. Arrrneton. I understand there is some question as to con- 
tinued level of utilization of Mitchell Field. It is a question of con- 
tinued need. 
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Mrs. St. Georer. Thank you, Mr. Chairman. 

Mr. Kivpay. Are there further questions of Mr. Arrington? 

(No response.) 

Mr. Kiupay. Phil. 

(Mr. Kelleher confers.) 

Mr. Kiipay. Mr. Arrington, is it correct that the Army actually 
asked for more allocations than it was able to receive? 

Mr. Arriveton. Can you comment on that, Mr. Alenier? 

Mr. Kew.viener. | believe, Mr. Chairman, that only the Comp- 
troller can answer that, because it seems as though the Comptroller 
action has been the ruling factor in the allocation of these funds, and 
the application has to go to him, you see. 

Mr. Kixpay. I think counsel should ask Mr. McNeil for a state- 
ment of the requests for allocation by all three departments, with 
their dates. 

Mr. Kevuener. Yes, sir. 

Mr. Kinpay. The allocations granted and the dates of those allo- 
cations, so we will have the whole picture before us. 

Mr. Kewuener. I shall do it, sir. 

Mr. Kitpay. Thank you, Mr. Arrington. 

Mr. Arrincton. Thank you, sir. 

Mr. Kixpay. General Partlow. 

Mr. Partiow. Yes, sir. 

Mr. Kitpay. Have a seat, sir. 

Mr. Partitow. Mr. Chairman and members of the committee, 
I have with me Mr. Carmack, the owner of the project at Smyrna, 
Tenn. Could he—— 

Mr. Kitpay. Would you like to have him join you? 

Mr. Partiow. Yes, sir; I would like to have him join me. 

Mr. Kitpay. Come around, Mr. Carmack. 

Mr. Partitow. Mr. Chairman, I might state, sir, that I speak today 
in behalf of a group of Wherry owners, small in number. They are 
the owners of projects constructed off base, on privately owned land 
and not on leaseholds, and only in behalf of those who are in con- 
demnation proceeding at this time. 

Mr. name is W. D. Partlow, Jr. I reside in Tuscaloosa, Ala., and 
I am an attorney by profession. I am a business associate of Mr. 
E. W. Carmack who is the owner or principal stockholder of Stones 
River Homes, Inc., the former owner of 600 houses and apartment units 
at Smyrna, Tenn., adjoining Stewart Air Force Base. 

Last year I endeavored to help Mr. Carmack present to the Con- 
gress some reasons for legislative relief in the situation in which he 
has found himself by the seizure of his property by the Air Force 
acting through the Department of Justice, and its attempt to obtain 
this property for less than value. 

I am told by Mr. Carmack that prior to the seizure of this property 
he was offered by Air Force approximately $1,284 per unit, but was 
unable to accept this amount because his company had paid out or 
caused to be paid out more than this in acquisition and improvement 
of this property, and also because the property was worth a great deal 
more thaa this; that is, $2,250 or more per unit equity. 

About a year ago I heard an Air Force officer in charge of the 
acquisition of Wherry projects state that the formula price for this 
property was $1,605 per unit or $963 million, but that Mr, Carmack 
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had been offered only $1,284 per unit. He stated that if the equity 
in this property could be acquired for $1,605 per unit, it would be an 
excellent buy for the Air Force. As a matter of fact, Mr. Carmack 
had told me prior to this time that Air Force officials had admitted 
to him that the formula price was insufficient compensation for the 
equity, and that they suggested a “friendly’’ condemnation suit so 
that a.negotiation could be had with him under circumstances not 
bound by the statutory formula. Since he has been brought to trial, 
however, the Air Force has not further negotiated. 

In my close association with Mr. Carmack and his problem of 
obtaining just compensation for his property, I have concluded that 
unless it is the desire of the Government to put its law-abiding citizens 
to trial and great expense through no fault of their own, then certain 
reforms should be written into our condemnation laws, particularly 
for condemnation procedures affecting such unique property as Wherry 
housing, where the owners were invited by Government to construct 
purely for the convenience of the Armed Forces on location designated 
by one of the several branches of the Department of Defense, and 
wae not, therefore, built with a view to general occupancy by the 
public. 

This committee is not requested to change the formula of existing 
law which guides the friendly acquisition of Wherry projects, in lieu 
of condemnation. However, in fairness especially to fee-simple owners, 
and to all Wherry owners in condemnation, this committee is requested 
to accomplish the following four objectives which are believed to be 
fair and equitable to all parties concerned: 

I. Authorize the consideration of current reproduction costs and 
the value of the property as military housing in all cases in condem- 
nation. 

These factors may be considered in some States, while their con- 
sideration in others is barred. It is manifest that all Wherry projects 
being similar in nature, creatures of the same legislation, servin 
similar needs, and having the same problems and background, shoul 
be considered alike in all measures determining value. 

Now, in connection with the current replacement cost, Mr. Chair- 
man, I would like to point out that this request is not to make that 
the sole guide, but merely to authorize its consideration in those 
jurisdictions which at the present time do not allow such consideration. 

Mr. Kitpay. Now, may I ask: In your first proposal there, the 
one you have numbered I, where you say “authorize consideration 
of the current reproduction cost,’ do you mean consideration by the 
court? 

Mr. Partriow. Yes, sir. 

Mr. Kiipay. Go ahead, please. 

Mr. Partriow. I would like to point out, sir, in answer to Mr. 
Arrington’s statement as to replacement cost being considered along 
with other factors, we can see no reason just because a project is a 
Wherry project, built at a place that the Government has designated, 
and not in a place that would be a good investment for public rental, 
why the replacement cost should not be considered, in all equity to 
the owner. 

II. Require negotiation by Department of Defense to acquire the 
property to continue in good faith until fina) adjudication of just 
compensation, as was the intent of the Congress stated in Congres- 
sional Records accompanying the Capehart Act (1956 amendment). 
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It must be admitted that acquisition by negotiation generally 
affords a great saving to the Government besides a saving of costs to 
owner, and that this was the original intent of Congress when the 
compulsory seizure of Wherry housing units was directed in 1956. 
It is believed the enactment of this provision would expedite the 
conclusion of many cases now pending 

III. Require the Government to deposit in court the fair value of 
the property when possession is taken before final judgment. 

Existing ie requires Government to deposit in court an estimate 
of just compensation for the property taken upon a declaration of 
taking where possession passes from the owner. However, neither the 
Justice or Defense Departments have observed the purpose, intent, 
and spirit of this law, and on two occasions have been found by U.S. 
district courts to have acted in bad faith in dealing with Wherry 
owners (Virginia and Florida district courts). In a case in a Ten- 
nessee district court, the Department of Defense representatives 
were instructed by the court that this act of Congress had not been 
followed and that Government officials as well as citizens must observe 
the laws of the United States. 

In the case of the Stones River Homes property for which the 
Departments of Defense and Justice offered owner $775,000, an 
attempt was made to take its property for $1, entailing great expense 
in defending against this. After the court rejected this, $187,500 
was tendered in court, when manifestly the minimum value of $775,000 
should have been paid in. 

Mr. Kriupay. Let me ask there. Did they actually make an ap- 
praisal of value at $1? Was that a formal appraisal tendered to the 
court, of $1? 

Mr. Parttow. They came into court, Your Honor, and tendered 
$1 in the court and said that was their estimate of just compensation. 

Mr. Kixpay. And they actually paid the $1 to the registry of the 
court? 

Mr. Partiow. Yes, sir. 

Mr. Kixpay. So it was an absolute appraisal that the owner’s value 
was $1? 

Mr. Partiow. I don’t know about the appraisal, Your Honor. All 
I know is it was their estimate, they said, of just compensation. 

Mr. Kitpay. That is what I mean. It was in following out the 
provisions of the Condemnation Act. 

Mr. Partiow. Yes, sir. 

Mr. Kiupay. In which they can state their appraised value, and 
deposit it in order to get an order of possession. Now, did they get 
possession by depositing a dollar? 

Mr. Partiow. No, sir. The court set aside the declaration of 
taking. 

Mr. Kixpay. On an application? 

Mr. Partiow. Yes, sir. Then when we came in, they put in 
$187,500. 

However, in a similar case in Florida, where they had come in with 
$1, or some minimum amount—I believe it was $100,000 they paid 
in—the court set that aside. Then they came back with $400,000. 
The court set that aside because it was almost $1 million or more below 
their estimate of value that they had offered, or that they reported to 
the Armed Services Committee of the Senate it was worth. And the 
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Government appealed that, then, to the circuit court at New Orleans, 
and the circuit court reversed the case, not because the Government 
had acted in bad faith with the owner, as had been found by the dis- 
trict court, but reversed it on the grounds that the statute of 1931, 
the declaration of taking statute, authorized the Government to make 
any kind of determination they wanted to make as to value, or just 
compensation, and that it was an administrative decision. 

As far as that court, the circuit court of appeals is concerned, they 
could make a decision of $1. 

Now, we think the original intent of Congress in passing the 
declaration of taking law in 1931, where the Government could go 
in without any determination of value and take a man’s property 
away, cutting off his income, was intended that just compensation, 
as in commonly known as just compensation, should be paid into the 
court for his use. And the circuit court of appeals case is wrong. 

Mr. Kiipay. Could you give us the citation of the circuit court of 
appeals case? If you don’t have it now, provide it for the committee. 

Mr. Partiow. I will give it to you. I have a copy of the district 
court case in Florida. 

(The case referred to is Fifth Circuit Court of Appeals, No. 17267, 
August 1, 1958.) 


Memorandum for Congressman Kilday 


Attached hereto is opinion of Southern United States District Court of Florida 
holding that the Government did not act in good faith in its dealings with a 
Wherry owner in attempting to take private property under declaration of taking 
upon deposit of money not constituting just compensation in the opinion of the 
court. 

This case was reversed by the U.S. circuit court of appeals in New Orleans 
(257 Fed. 2d 844) not because the Government acted in bad faith, but because 
the court of appeals felt that even though the value of the property was $1,617,000 
the Government had a right to come into court and state that it was worth any 
figure, even $1, in the opinion of the Government and that the courts have no 
right to review this because it is a so-called ‘‘administrative decision.’’ 

Certiorari to the U.S. Supreme Court was denied in 358 U.S. 908; 3LE 2d 228, 

As to the opinion of Hon. Lewis Orgel holding constitutional the provisions of 
the proposed legislation as to consideration of replacement cost and trial by 
commission as would be provided thereby, beg to advise that Mr. Orgel is the 
leading authority in America on the subject of eminent domain. His address is 
11 Broadway, New York, N.Y., and he is associated with Birdsall and Warner, 
attorneys at that address. As soon as a copy of his opinion can be obtained, I 
will transmit the same to the counsel of the committee. This opinion was ob- 
tained last year along with the opinions of the Senate and House legislative 
counsels holding these proposals constitutional prior to their submission to the 
Congress. The provision for trial by commission was the result of a study made 
in the Senate Judiciary Committee and transmitted to the Senate Banking and 
Currency Committee by the chairman, Senate Judiciary Committee. 

Respectfully submitted according to your instructions. 

W. D. Partiow, Jr. 


Mr. Partiow. In Virginia, my understanding is—only last week a 
similar case went to the circuit court of appeals in Richmond, and the 
circuit court of appeals at- Richmond threw out the Government 
declaration of taking completely and restored the owner to possession. 
Now, I don’t know that. It is merely hearsay. I understand from 
someone yesterday that that is what happened—here in this com- 
mittee—I think it was Mr. Boyd that mentioned it, but I haven’t 
seen the opinion. 

Mr. Kirpay. Go ahead with your statement. 
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Mr. Partitow. IV. Authorize owner to have the issue of just com- 
pensation expedited and fixed by a commission where there has been 
long delay in the fixing of such valuation by court or jury. 

The dockets of the U.S. district courts are so crowded that in the 
case of the middle Tennessee district at Nashville, Tenn., it is ac- 
cepted fact that a period of not less than 5 years will elapse before 
the court can consider the issue of just compensation of the Stones 
River Homes seizure. Is it fair that the owner be deprived of both 
his money and property for this long period of time and that some 
means not be provided to expedite a court decision? The fixing of 
just compensation by an impartial commission has proved fair and 
expeditious and is recommended as an alternative to the long delay 
now endured in these cases. A commission patterned along the lines 
of a board of arbitration would be manifestly the fairest method and 
its constitutionality would be unquestioned if invoked only on petition 
by owners after undue delay in other processes. 

Now, Mr. Chairman, in that connection this particular project at 
Smyrna, Tenn., was paying the owner approximately $87,000 a year 
profit. The appraisal—the owner estimates that his equity is worth 
$1,400,000. His auditors state that he has got about that much in his 
equity. 

They come into court and they take his property away and they 
cut off that income of $87,000 a year. They pay into the court an 
insignificant amount, of $187,500, which yield at 6 percent wouldn’t 
be over $12,000 a year. They reduce his income $75,000 a year. And 
that goes on for 5 years. 

Now, of course, if he is successful—and I am sure he will be—in 
getting reasonable value from a Tennessee court when he does get to 
trial, the Government will pay him interest on that, which is pretty 
expensive to the Government, because it is 6 percent. But the 
main thing is he is deprived of all of that for all those years. For 5 
years of his life he is deprived of the fruits of his labor. 

Mr. Kixpay. Did I understand you to say that the sponsor—first, 
this was off the base? 

Mr. Partiow. Yes, sir. 

Mr. Kitpay. And that the sponsor owned the fee? 

Mr. Partiow. Yes, sir. 

Mr. Kitpay. Was there anything in addition to the original $1 or 
the $187,000 tendered for the fee? 

Mr. Partiow. No, sir. 

Mr. Kripay. You mean that the tender into court was to cover the 
fee? 

Mr. Partiow. Yes, sir; everything. All interest of the sponsor. 

Mr. Kiipay. And the owner owned the fee prior to the contract, 
or did the money come out of the Wherry contract? 

Mr. Partitow. The property had been purchased by the owner. 
That is one reason I have Mr. Carmack here with me, sir. I wasn’t 
in on the original dealings on that, and I would like for him to answer 
that question. 

Mr. Kixpay. I would like to have him do that, and as to whether 
or not the value of the fee had been amortized by the Wherry law. 

Mr. Carmack. Mr. Chairman, ladies and gentlemen of the com- 
mittee, I am so full of this matter that I find I have a tendency toward 
going into too much detail sometimes. 
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Not knowing what committee had authority over this, I appeared 
before the committee of the Senate and I think there made a succinct 
statement, that limits me to say that maybe it would be better— 
certainly I have great respect and regard for this committee’s time. 
If you will permit me, I would like to read this statement. 

Mr. Kiupay. Go right ahead, sir. 

Mr. Carmack. And the colloquy with the chairman who asked 
some questions and I responded to. Then I will try, in the course 
oi it to, I think, possibly clarify what you are bringing up. 

Mr. Kixpay. Very well, sir. Go ahead. 

Mr. CarMack (reading): 

My name is E. W. Carmack. My home is Murphreesboro, Tenn. I was presi- 
dent of a Wherry housing company, owning a project of 600 units and houses, 


near Stewart Air Force Base, which is near Smyrna, Tenn. I was president at 
the time it was taken by the Government, or the Defense Department— 


about, now, 17 months ago. 
I appreciate this opportunity to appear before this committee. 


After the clear presentation of Mr. Boyd yesterday and of General 
Partlow today, I feel that I need not go into the matter too fully, 
but I want to point out certain details of troubles that many of us 
face. Many of us are not wealthy persons. Many of us had no high 
evaluations by FHA. And to be stripped of our property and forced 
to terrific costs, as we were when they attempted to take it with a 
dollar. Then began our great expenses. I have had to fight every 
step for everything, and very little money to fight with. We were 
not allowed to draw down all of that. 

It puts us in a case of duress, where we hardly—many of us, not just 
myself—know what to do. 

Mr. Kitpay. May I ask you this question, Mr. Carmack. 

Mr. Carmack. Yes, sir. 

Mr. Kixpay. At the inception of the Wherry housing project, did 
your company own the land? 

Mr. Carmack. Yes, The original sponsors owned the land. 

Mr. Krupay. How many acres? 

Mr. Carmack. It was 128 or 129 acres, in the site. There was a 
farm which had to be acquired and then the owners of the land went 
in with some others to set up this deal. The original sponsors, how- 
ever, retired from the deal because the original contractor quit. 
Considerable progress had been made, but he quit and wouldn’t go on. 

Then I undertook to reorganize the matter. I did what Congress 
did—I accepted the FHA Commissioner’s estimates of the value of 
the work, that is, the equity. They had to have architects and 
contractors. 

Mr. Kitpay. What I am getting at, Mr. Carmack—— 

Mr. Carmack. Yes. 

Mr. Kiupay. Is whether the land was owned. 

Mr. Carmack. Yes. 

Mr. Kixpay. And then the contract made and the houses built on 
the sponsor’s land? 

Mr. Carmack. Yes, sir. 

Mr. Kiupay. And the sponsor was not paid for the Jand out of the 
Wherry mortgage? 
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Mr. Carmack. Well, I don’t know about that, sir, whether you 
could say he was paid for it out of the Wherry mortgage or not. He 
was paid for it out of the general deal. 

There was no purchase of the land, as far as I know. When I 
stepped into the picture, the deal had already been made with the 
FHA. I simply bought that position. I acquired everything—the 
work they had done, their services, the equity with FHA, the land— 
everything in lump. So I can’t very well break it down and say how 
much each—what was handled. I just bought everything together. 
I contracted for everything together. 

Now, I think I make that fairly clear in this, as clear as I know how 
to make it. 

Mr. Kiupay. Just go ahead with your statement. 

Mr. Carmack. Yes, sir. 

Oh, by the way, I do want to stop here to point out that there was 
no other payments made, nor offered, after condemnation, except this 
figure, and that was for all the equity in the physical properties and 
related properties, whatever that means. 

I understand they say that means all the equipment and paint and 
various things that they did take. So it covers the whole thing gen- 
erally. How much of it they would say was for land and how much 
was for something else, I don’t know. They didn’t break it down 
that way. 

The company did earn in the 5 years more money than I suppose 
the value of the land. But that would be just a matter of estimate as 
to what the value of the land. Everything was together. That is 
out of the actual earnings of the company. 

Senator Sparkman asked me this question: 


Mr. Carmack, do you mean that the receipts from the mortgage did not equal 


what you actually put into the project? You had to put some of your own money 
in.it? * * * 


I mean in addition to the equity which were required to put in and the mort- 
gage, FHA insured, that we did put in $20,000 in addition. 

And I have a statement here of all that, which I will file. I filed it 
with the Senate committee. It sets out the matter in some detail. 
Here it is. I will file a copy, with your permission. 

Mr. Kixipay. Without objection, it will be included in the record 
at this time. 

(This statement appears elsewhere in the record.) 

Mr. Carmack (reading): 

Senator SparKMAN. Your contention is that the manner in which the condem- 
nation, the acquisition by the services has been working has been to treat a person 
in vour position as though— 
wait a minute. I am mistaken here. 

I will have to go back and correct it. 

Your contention is that the manner in which the condemnation, the acquisi- 
tion by the services has been working has been to treat all as if they had had what 
we call a windfall, and the person who is in your position and actually had to put 
additional work into the project loses under that formula? 

Yes, we could not get a substantial negotiation because of these facts. .* * * 

Many of us, after we acquired our property, understanding that we had a 
long-time investment, servicing a permanent base, built additional buildings on 
this property. 

We owned them in fee simple. We built a store for the convenience 
of our renters. We renovated a farmhouse, put in baths and sewer- 
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age. We were also always full and needed all the room we could 
get. We acquired and had conveyed to the county 12 acres of val- 
uable land adjacent to our project as a gift, in order to get a new, 
modern, up-to-date school building constructed there adjoining the 
base, for the convenience of our renters, and we built a street down 
to this school, and a square in front of it, paved. And it was dead 
end, so the children could ride down on their bicycles. 

We put in a water-softener facility. We spent considerable money, 
$3,000, in fact, getting the light contract and the heating contract. 
We are in the TVA area and we heated and cooked and lighted all 
with electricity. 

We gave considerable ground for running these lines through our 
other property. There was 60 feet of right-of-way that we couldn’t 
build under, and in some places it is so near the front that we lost— 
we can’t build in front of it. It now services also the Capehart, but 
is of no value to us, because the lines are around a transformer on 
the base and they will allow the electricity, so I am told, only for 
their own services. 

So there were many things that couldn’t be considered under the 
formula that were costly to us, and that certainly enhanced the value 
of this land. 

Such as causing the county to pay for the road between them. 
That didn’t cost us any money, but it certainly increased the value 
of the property that they took over and above what it was at the time 
of the construction, which the FHA formula was limited to. 

FHA didn’t-come to see what new construction had been done 
there. The Defense Department never sent anyone down to look at 
it, that I know of, to give it any attention. And we were left just 
with considerable expense, that wasn’t considered and couldn’t be 
very well, I guess, under the formula. 

We were not wanting to sell our property. These 78 new houses, 
Capeharts, were built adjacent to us, but we were not seriously 
alarmed about that at the time. It seemed the case of the tail 
wagging the dog, to acquire 600 units that often had 125 or 150 on 
the waiting list, and the fact that 78 new ones were built. But under 
the formula, Defense had to acquire it, and we had to let it go. 

They stated to me that they had rather not have acquired in our 
case, because there never had been a complaint in the 5 years that 
we operated it, or a little over. We had no trouble with the Air 
Force. whatever. Never had a single complaint registered. 

We were informed, and others beside myself—and I filed affidavits 
to this extent with the other committee, and I will procure copies of 
other affidavits and file it here, if you permit me—to the effect they 
stated they knew our project was one of the very best in the country, 
that is best located for the convenience of the personnel it served, 
best maintained and best managed. 

Senator SparKMAN. You did prefer to have them leave you alone? * * * 


We would have preferred to be left alone. * * * 
Yours was a going concern, making a good deal of money? * * * 


And even with 20 percent under the general rents of that section, 
in the little town of Smyrna and all around that area, we were doing 
very well. 

We contributed $1,000, for instance, to playgrounds. We spent a 
good deal of small moneys around there that we never attempted to 
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check off, expecially because we thought we had a longtime investment. 

You said something about it being taken. 

Was it taken under condemnation? * * * 

Yes, sir. * * * 

Are the proceedings still pending? * * * 

Yes, still pending, and very much disputed. * * * 

I don’t mean to cast any reflection upon the two officers of the Air Force with 
whom I had mostly my negotiations before the condemnation, Major Delea and 
a Lieutenant Colonel Richardson. 

I think they were sincere and honest in-what they stated tome. But they did 
suggest that they realized that the formula could not pay to me— 


Major Delea did the talking, I believe— 


what it was worth, and they desired that a friendly condemnation be had. Then 
they made me a token offer. 

And withdrew the offer when I returned, because they said their 
counsel had advised them that they couldn’t understand some of the 
formula, the exact meaning of it, especially with regard to the deprecia- 
tion factor. 

Then they did extend to me in writing a form, advising me all the 
time that they didn’t expect me to accept it. 

Weil, I asked for further negotiations as soon as the Congress 
clarified this depreciation factor. I wrote—I was in the hospital 
from an accident, but I wrote them as soon as I was out, I wrote I 
would like to come up and go into the matter further. I was told I 
should come up. I have the letters. I filed the originals and.photo- 
stats with the other committee, and I will procure the photostats to 
file here. It was to the effect that I was asking to come for further 
negotiations. Because Congress had clarified this depreciation factor, 
which was the reason they withdrew the first offer, so they said. 

They kept putting me off and saying they weren’t ready to see me 

et. Finally, they stated their belief that they would come there and 
ook at the grounds and deal with me there, and an officer would be 
down to do that. But that never happened. No one ever came to 
deal with me. 

And suddenly one morning I was notified that it had been passed to 
the Justice Department and the Justice Department proceeded to 
try to take on $1. 

Then we were forced to all this expense. 

And when I came up to see about the friendly negotiations, the 
Justice Department said that Defense would have nothing further to 
do with it, that that is just a notion they had that it would be a 
friendly negotiation. 

Mr. Kitpay. At that point, Mr. Carmack, I want to ask General 
Partlow, is your case still pending? 

Mr. Partiow. No, sir. 

Mr. Kiupay. Have you had a hearing before the Commissioners? 

Mr. Parttow. No hearing before the Commissioners. We are 
still in the district court, Your Honor—I mean Mr. Chairman. We 
are not before the Commission. It is the district court in Tennessee. 
We had a hearing on the $1 taking, which was set aside. 

The status of the case right now is probably a contest on this 
$187,500 that we have been paid, and we feel that that is inadequate. 

Mr. Kripay. Have you drawn down any portion of that? 

Mr. Partiow. Yes, sir. 
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Mr. Carmack. $168,000, approximately, yes, sir. 

Mr. Kinpay. That you have drawn down? 

Mr. Carmack. Yes, sir. 

Mr. Paritow. Your Honor, let me state to you one thing and ask 
you a question as to payment for this land. 

In looking over this statement here, it appears that the owner of 
the land was refunded some of the purchase price of that land out of 
the mortgage proceeds, the way it appears to me from this statement. 

Mr. Carmack. I can’t tell whether it was or wasn’t. 

Mr. Kitpay. Now, may I ask you, General Partlow, some questions 
about what you propose in the way of legislation. 

Mr. Parttow. Yes, sir. 

Mr. Kiupay. I see you have attached some proposals, which we 
will study and give careful consideration. 

Mr. Parttow. May I submit that along with my statement, sir? 

Mr. Kitpay. Yes, sir. Without objection, it will be included in 
the record as a supplement to your statement. 

(The matter soled to above is as follows:) 


Section —(a). Section 404(c) of the Housing Amendments of 1955 is amended 
to read as follows: 

*“(e) (1) Condemnation proceedings instituted to acquire any such housing shall 
be conducted in accordance with the provisions of the Act of August 1, 1888 
(25 Stat. 357, 40 U.S.C. 257), as amended, or any other applicable Federal statute. 
Notwithstanding the power of the Federal Housing Commissioner to approve by 
regulation or contract rent schedules for the property taken, in any such con- 
demnation proceedings, full consideration shall be given to the value of the 
property acquired for use as military housing and its reproduction costs at time of 
taking reduced by an appropriate allowance representing the estimated cost of 
repairs and replacements necessary to restore the property to sound physical 
condition. Upon demand the Government shall furnish the owner full information 
tending to show such value of the property taken for use as military housing. 
Before any such condemnation proceedings are instituted, an effort shall be made 
to acquire the property involved by negotiation, and such effort shall continue in 
good faith so long as the owner of the property is willing to negotiate until a final 
adjudication of just compensation has been made; and if after the institution of 
such condemnation proceedings and at any time prior to the final judgment therein 
the owner and the Secretary of Defense or his designee succeed in negotiating an 
agreement for the acquisition of such property at any agreed purchase price either 
above or below the Federal Housing Commissioner’s estimate of the replacement 
cost of such housing and related property as of the date of final endorsement for 
mortgage insurance, and notify the Attorney General thereof, the Attorney General 
shall take such steps as may be necessary for the acquisition of such property in 
accordance with such agreement. 

(2) In any condemnation proceedings instituted to acquire any such housing, 
the court shall not order the party in possession to surrender possession in advance 
of final judgment unless a declaration of taking has been filed, and a deposit of the 
amount fairly estimated to be just compensation has been made, under the first 
section of the Act of February 26, 1931 (46 Stat. 1421), providing for such declara- 
tions. The amount of such deposit for the purpose of this section shall be deter- 
mined in good faith and shall not in any case be less than an amount equal to the 
Federal Housing Commissioner’s estimate of the replacement cost of the housing 
and related property (not including the value of any improvements installed or 
constructed with appropriated funds) as of the date of final endorsement for 
mortgage insurance (which estimate shail be furnished the court and the owner by 
the Commissioner), reduced by the amount of the principal obligation of the 
mortgage outstanding at the time possession is surrendered to the United States. 
In any such condemnation proceedings in which such deposit has not been made, 
the owner shall be entitled to retain or receive all income, rents, issues, and profits 
from such property until such deposit is made or, if not made, until final judgment 
is rendered. Uitens title is in dispute, the court, upon application, shall promptly 


pay to the owner not less than 75 per centum nor more than 90 per centum of the 
amount so deposited but such payment shall be made without prejudice to any 
party to the proceedings. 
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(3) When the issue of just compensation in any such condemnation proceeding 
has not been determined within fifteen months after the date of the declaration 
of taking, the owner of the property shall be entitled upon demand to have the 
issue of just compensation determined by a commission of three persons to be 
appointed by the court. One of the persons so appointed may be selected from 
a panel of qualified disinterested persons submitted by the Secretary of Defense, 
or his designee, and one of the persons so appointed may be selected from a panel 
of qualified, disinterested persons submitted by the owner of the property with 
respect to which the proceedings are instituted. Any commission appointed 
hereunder shall have the powers of a master provided in subdivision (ec) of rule 53 
of the Federal Rules of Civil Procedure and proceedings before it shall be gov- 
erned by the provisions of paragraphs (1) and (2) of subdivision (d) of such yule. 
Its action and report shall be determined by a majority and its findings and réport 
shall have the effect, and be dealt with by the court in accordance with the 
practice prescribed in paragraph (2) of subdivision (e) of such rule. Trial of all 
issues, Other than just compensation shall be by the court. 

(4) In any such condemnation proceedings, the Secretary or his designee, after 
final judgment of the court, may pay in a lump sum, or in accordance with stipu- 
lations executed by the parties to the proceedings agree to pay over a period not 
exceeding five years the difference between the outstanding principal obligation, 
plus accrued interest, and the price for the property fixed by the court. Unless 
such payment is made in a lump sum, the unpaid balance thereof shall bear 
interest at the rate of 4 per centum per annum. 

(b) The amendment made by this section shail be applicable to any condem- 
nation proceedings hereinafter instituted to acquire any housing financed with 
mortgages insured under the provisions of titles II or VII of the National Housing 
Act as in effect prior to the enactment of the Housing Amendments of 1955 and 
to such condemnation proceedings now pending in which a final ajudication has 
not been made on the date of enactment of this Act. 


MEMORANDUM RELATIVE TO A PROPOSED AMENDMENT TO SECTION 404(c) oF 
THE Hovusinc AMENDMENTS OF 1955 RELATING TO CONDEMNATION OF WHERRY 
Act Hovsina PRoJEcTS 


There is now pending before the Senate Committee on Banking and Currency 
a proposal which has been adopted:by the committee’s Subcommittee on Housing 
which would amend section 404(c) of the Housing Amendments of 1955, Public 
Law No. 1020, 84th Congress (70 Stat. 1091), which authorizes the acquisition 
of Wherry projects by the Secretary of Defense, or his designee. The drastic 
changes which this amendment would make in the rule 71A(h) of the Federal 
Rules of Civil Procedure are of such nature that its enactment should be strongly 
opposed. 

The proposed amendment would be accomplished by the insertion of additional 
language between the second and third sentences of section 404(c) without.changing 
any other provisions of the section. It reads as follows: 

“In any such condemnation proceedings, and in the interest of expedition; the 
issue of just compensation shall be determined by a commission of three persons 
to be appointed by the court. One of the persons to be appointed shall be selected 
from a panel of qualified, disinterested persons submitted by the Secretary of 
Defense, or his designee, and one of the persons so appointed shall be selected 
from a panel of qualified, disinterested persons submitted by the owner of the 
property with respect to which the proceedings are instituted. Any commission 
appointed hereunder shall give full consideration to replacement costs and fair 
depreciation.”’ 

his amendment would be applicable to any proceeding in which a final adjudi- 
cation had not been made on the date of the enactment of the proposed amend- 
ment. 

There are several serious objections to the instant proposal. First, the pro- 
posal is outside the framework of the rulemaking statute of 1934, act of June 19, 
1934, as amended (28 U.S.C.A. sec. 2072), which provides that the Supreme Court 
shall have power to prescribe the practice and procedure of the district courts of 
the United States, subject to the approval of Congress. The instant proposal 
has not been considered by the court or any of its advisory committees. hus, 
congressional policy which has been followed for more than two decades would 
be changed by the enactment of the proposed amendment to rule 71A(h). 
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Second, the mandatory requirement for the appointment of a commission ignores 
the right of the parties to the proceeding to obtain a trial by jury. Sinee the 
adoption of rule 71A(h) the courts have recognized that litigants in a condemna- 
tion proceeding have the right of trial by jury of the issue of just compensation 
except only in extraordinary and exceptional cases. (United States v. Cunning- 
ham (246 F. 2d 330, 332 (C. A. 4, 1957)); United States v. Bobinski (244 F. 2d 299 
(C.A.2, 1957)); United States v. Chamberlain Wholesale Grocery Co. (226 F. 2d 492 
(C.A.8, 1955), cert. den. 350 U.S. 989 (1956)).) Prior to the adoption of rule 
71A(h) and pursuant to the Conformity Act and the Condemnation Act of 1888, 
jury trials were the rule in the district courts sitting in approximately 41 States 
either in the first instance or on appeal from the award of commissioners. In four 
other States and in many instances in others, the judge either would impanet.a 
jury or would hear the case himself. Since the determination of just compensa- 
tion, the rights of the litigants who would be affected by the instant proposal 
should be preserved. Certainly the discretion which is now vested in the courts 
to refer a case to a commission where there are strong reasons for such a reference 
should be maintained. Only a judge with knowledge of the facts and cireum- 
stances of a particular case can decide if the circumstances are so unusual that a 
litigant should be denied his right to a trial by jury. 

Third, the delay and expense which the Department has encountered in the 
trial of condemnation cases before commissions make it highly doubtful that the 
mandatory references to a commission will be, as stated in the proposed amend- 
ment, in the interest of expedition. As stated by Chief Judge Clark, a member of 
the committee which drafted rule 71A, concerning references to commissioners 
which were made in United States v. Bobinski (244-F. 2d 299, 301 (C.A. 2, 1957)): 

“‘Unwarranted use of commissioners, Jike similar use of masters, is an effective 
way of putting a case to sleep for an indefinite period. La Buy v. Howes Leather 
Co. (352 U.S. 249, 253, note 5), quoting Chief Justice Vanderbilt. Certainly the 
misadventures of this case and of Uniled States v. 44.00 Acres of Land (2 Cir., 234 
F. 2d 410) certiorari denied, Odenbach v. United States (352 U.S. 916), do not 
speak well for a course substantially repudiated in the State as well as Federal 
procedure.”’ 

The ‘‘putting to sleep’ and the ‘‘misadventures”’ characterization is well sup- 
ported by the lengthy records and delay in the Bobinski and 44.00 Acres of Land 
cases. These two cases have their counterparts in United States v. Cunningham, 
suara, and United States v. Buhler (decided Apr. 29, 1958, C.A. 5). In the two 
latter cases commissioners were appointed in 1955, and are still in litigation with 
no prospect for an early conclusion. All of these cases and several others which 
have been tried to a commission indicate that it is very difficult to obtain a judicial 
determination as required by rule 71A by such a body. The transcripts of com- 
mission hearings are invariably encumbered by much cumulative and otherwise 
improper evidence which never would have been received over appropriate objec- 
tions if offered in the presence of the court, and too frequently the reports which 
are made do not contain proper findings as to basic facts and principles of law 
which were applied in arriving at the award. Also, there is a tendency on the 

art of commissions to adjourn their sessions to attend to their private affairs. 
Such a procedure invites long protracted hearings which result in excessive costs 
for commissioners and increased costs to the Government on deficiency judgments. 

The fourth objection is to the provision which states that any commission 
appointed “shall give full consideration to replacement costs and fair deprecia- 
tion.’”’ This is a mandatory provision. It is open to the interpretation that it is 
to be applied as a measure of compensation in every case. This ignores whether 
or not such measure is a proper legal standard in a given case, and tbe principle 
that compensation for the taking is a judicial question. The courts have held 
the necessity for the taking a legislative question, the use being public, but that 
the compensation for the taking is a judicial question. In Monongahela Naviga- 
tion Co. v. United States (148 U.S. 312, 327 (1893)), the Supreme Court said, with 
reference to the measure of compensation (p. 327): 

“But this is a judicial and not a legislative question. The legislature may 
determine what private property is needed for public purposes—that is a question 
of a political and legislative character; but when the taking has been ordered, 
then the question of compensation is judicial. It does not rest with the public, 
taking the property, through Congress or the Legislature, its representatives, to 
say what compensation shall be paid, or even what shall be the rule of compensa- 
tion. The Constitution has declared that just compensation shall be paid, and 
the ascertainment of that is a judicial inquiry.” 


é 


1894 


And in United States v. New River Collieries (292 U.S. 341 (1923)), the Supreme 
Court said (pp. 343-344): 

“The ascertainment of compensation is a judicial function, and no power exists 
in any other department of the Government to declare what the compensation 
shall be or to prescribe any binding rule in that regard.”’ 

Since replacement costs or reproduction costs less depreciation may be proper 
subjects for consideration in a “Wherry” condemnation, but cannot under the 
fifth amendment be made the sole test of just compensation, such language would 
not serve any useful purpose in an acquisition statute. The use of such standards 
is a matter to be determined by the courts in each case on its facts. Furthermore, 
if such provision were considered to be the sole measure of compensation, it 
might result in a commission ignoring other proper measures of value, such as 
comparable sales of similar property, capitalization of income, etc. 

A fifth objection to the instant proposal is the novel panel method of selecting 
two of the members of the commission. The very nature of such a procuedre 
wnieh enables each party to the proceeding to place a person of its own selection 
of the commission invites difficulties. A commissioner selected by such a method 
would naturally feel an obligation to the party which named him, and this might 
lead such a member to be partisan not only in his judgment, but in the conduct 
of the proceeding. Such a procedure is not calculated to lead to the judicial 
determination of just compensation as presently required under the law. 

Sixth, the proposed amendment is clearly special ligislation for one class of 
property owners and, in view of its far-reaching effect upon existing law and 
procedure for the determination of just compensation, constitutes a bad precedent, 


Mr. Kitpay. Now, General Partlow, about 18 years ago you and I 
were pretty good lawyers. I guess you still are. 

Mr. Partiow. Mr. Chairman, I wouldn’t say that, sir. 

Mr. Kitpay. We wrote some awful big laws around here when you 
were in the service and acted as legal adviser to the old Committee 
on Military Affairs, even though you were a colonel in the Army. 

Mr. Parriow. Sir, that was some of the most pleasant work it 
has ever been my privilege to do. 

Mr. Kipay. I still contend that the Soldiers and Sailors Civil 
Relief Act was one of the biggest and hardest pieces of legislation 
to write that the Congress ever passed. And you were our draftsman 
at that time. Because I assume you are just as good a lawyer now 
as you were then—probably a whole lot better, because of your 
additional experience—I want to ask you, with reference to your first 
proposal there that we authorize the court to consider cost of replace- 
ment, as to the power of Congress to do that. 

I am asking this question in the light of the Monongahela Navigation 
Company v. U.S., (148 U.S. Reports), in which the Supreme Court 
said: 

The Legislature may determine what private property is needed for public 
purposes—that is a question of political and legislative character; but when the 
taking has been ordered, then the question of compensation is judicial. It does 
not rest with the public, taking the property, through Congress or the Legislature, 
its representatives, to say what compensation shall be paid, or even what shall be 
the rule of compensation. The Constitution has declared that just compensation 
shall be paid, and the ascertainment of that is a judicial inquiry. 

Of course, that has been followed by many cases in the Supreme 
Court, and I have found nothing in any of the treatises on eminent 
domain to the contrary. 

Would you give us your view as to what legal authority we would 
have-to do that? If we did do it, could the Court ignore it? 

Mr. Partow. Mr. Chairman, before we made this suggestion last 
year we obtained a legal opinion of the legislative counsel of the Senate 
and the legislative counsel of the House, on this side. In addition 
to that, Mr. Roland Boyd obtained the legal opinion as to the constitu- 
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tionality of this proposal from one of the leading condemnation lawyers 
in the United States, a gentleman in New York, whose name I can’t 
recall, but Mr. Boyd, I am certain, can. 

I did no research on that question, myself, in view of the attorney 
in New York of national prominence, who gave Mr. Boyd the opinion, 
and the opinion of your two legislative counsel. 

Mr. Kitpay. It will be important for us to have it, in giving ade- 
quate consideration to your proposal. And we will attempt to secure 
that. 

Mr. Partow. May we submit that later, sir? 

Mr. Kiupay. Yes, sir. 

(The material referred to above is as follows:) 


MEMORANDUM FOR CONGRESSMAN KILDAY 


Subject: Constitutionality of proposed provisions to amend section 404(c) of the 
Housing Amendments of 1955 so as to provide (1) for mandatory consideration 
of Wherry projects as military housing and their reproduction costs at time of 
taking in condemnation suits, (2) for the deposit of a conveniently ascertained 
sum by Government upon the taking of such projects prior to a judicial determina- 
tion of just compensation, and (3) for the trial of the issue of just compensation 
by a commission when there has been unreasonable delay in the court charged 
with fixing such compensation (see exhibit I). 

The question as to the constitutionality of the subject proposed provisions 
apparently arises from certain statements contained in a memorandum submitted 
by someone in the Department of Justice to Senator Case of the Senate Armed 
Services Committee (exhibit I1) in reference to certain provisions contained in 
8. 4035, 85th Congress, 2d session, on pages 62, 63, and 64 thereof (exhibit ITI). 
It will be noted that the provisions of 8. 4035 differ substantially from those 
contained in the subject proposed legislation as follows: 

(a) S. 4035 makes mandatory the trial of the condemnation cases therein 
contemplated by commission, while the proposed legislation provides for such 
trial by commission only upon motion by the property owner. 

(b) S. 4035 would make it mandatory upon the court to appoint two members 
of the commission contemplated from panels nominated by the parties, respec- 
tively, while the proposed legislation would provide that such appointments by 
the court be permissive rather than mandatory. 

Apparently, the memorandum of the Department of Justice deals largely with 
matters of congressional policy. However, lezal objections are made therein 
to the provisions of 8. 4035 requiring mandatory trial by commission in lieu of 
jury, mandatory consideration of replacement cost as a factor in determining 
just compensation, and the mandatory requirement that two of the members of 
the proposed commission be selected from panels furnished by the litigants. It 
is understood that these same objections have been directed to the proposed 
legislation before your committee. 

The objection of the Department of Justice to the mandatory requirement of 
S. 4035 that all cases contemplated therein be tried by commission in lieu of 
jury is actually merely a protest against a proposed congressional exception to 
existing policy. As far as I can ascertain, the only right granted to an owner for a 
jury trial in condemnation cases is by rule 71A(h) adopted by authority of a 
rulemaking statute of 1934 (28 U.S.C.A. sec. 2072). There is no reason that 
the Congress cannot make an exception to its own policy, if considered fair and 
appropriate. A jury trial, as at common law preserved by the Constitution, 
is not guaranteed by the seventh amendment in eminent domain proceedings, nor 
by the fifth amendment (U.S. v. Meyer, C.C.A. Ill, 1940, 113 F. 2d 387, certiorari 
denied, 61 S. Ct. 174, 311 U.S. 706, 85 L. Ed. 459). It is so well settled that 
condemnation proceedings are statutory proceedings in which no jury is guaranteed 
by the Constitution under the 5th, 7th ,or 14th amendments, or any other provi- 
sions thereof, that it is hardly worth arguing. However, since the Department of 
Justice apparently raises this question, the following authorities supporting this 
long accepted doctrine are brought to your attention: 

U.S. v. 2,049.85 acres of Land, More or Less, in Nueces County, Tex. (D.C, 
Tex. 1943, 49 F. Supp. 20). See also, U.S. v. Alexander (D.C. Va. 1942, 47 
F. Supp. 900); 
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U.S. v. 243.22 Acres of Land in Town of Babylon, Suffolk County, N.Y. 
— 1942, 129 F. 2d 678, certiorari denied 63 S. Ct. 441, 317 U.S. 
698) ; 

U.S. v. 86.6 Acres of Land in Merrimack County, N.H. (D.C.N.H. 1942, 
44 F. Supp. 495); 

Beaty v. U.S. (C.C.A. Va. 1913, 203 F. 620, error dismissed 34 S. Ct. 392, 
232 U.S. 463, 58 L. Ed. 686); 

U.S. v. Kennesaw Mountain Battlefield Ass'n (C.C.A. Ga. 1939, 99 F. 2d 
830, certiorari denied 59 8. Ct. 587, at U.S. 646, 83 L. Ed. 1045); 

City and County of Honolulu v. U.S. (C.A. Hawaii 1951, 188 F. 2d 459, 
certiorari denied 72 8. Ct. 77, 342 4 S. 849, 96 L. Ed. 641); 

Triarte v. U.S, (C.C.A. Puerto Rico 1946, 157 F. 2d 105, 167 A.L.R. 494) ; 

Crane v. Hahlo (258 U.S. 142, 147, 42 8. Ct. 214, 66 L. Ed. 514 (1922); 

Long Island Water Supply Co. v. Br ooklyn (166 U.S. 685, 694, 17S. Ct. 718, 
41 L. Ed. 1165 (1897)); 

Chicago, B. & Q. R. Co. v. Chicago (166 U.S. 226, 244-245, 17 8. Ct. 581, 
41 L. Ed. 979 (1897)); 

Bauman vy. Ross (167 U.S. 548, 593, 17 S. Ct. 966, 42 L. Ed. 270 (1897)); 

United States v. Hess (70 Fed. (2d) 142 (1934)); 

United States v. Hess (71 Fed. (2d) 78 (1934)); 

Welch v. Tennessee Valley Authority (108 Fed. (2d) 95, 98 (1939)); 

United States v. Meyer (113 Fed. (2d) 387 (1940)); 

United States v. Crary (2 Fed. Supp. 870 (1932)). 

As to the provisions in the proposed legislation requiring that the tribunal 
charged with making the determination of just compensation give full considera- 
tion to the value of the property acquired for use as military housing and its 
reproduction cost at time of taking, less depreciation, it is pertinent to remarks that 
it is an accepted constitutional law doctrine that only persons who are adversely 
affected may question the constitutionality of a legislative act or other govern- 
mental action. As stated in a recent opinion of Hon. Lewis Orgel, author of ‘‘Orgel 
On Valuation Under Eminent Domain” and the leading authority of the United 
States on this subject: 

“The fifth amendment to the Federal Constitution is a restraint on the Govern- 
ment. Its purpose is to protect the individual against the uncompensated 
appropriation of his property. It is not designed to oust the Congress of the 
power to legislate. Its effect with regard to the Congress is merely to prevent 
the enactment of any lew that would deprive the owner of the constitutional 
minimum of just compensation. A statutory standard that does not deprive 
the owner of this minimum is constitutional. 

“In Joslin Mfg. Co. v. Providence, 262 U.S. 668, 43 Supreme Court 684, 67 
Lawyers edition 1167 (1923) the Supreme Court had this question before it. 
The Court quoted with approval the language of Mr. Justice Holmes in an earlier 
Massachusetts case as follows (262 U.S. 668, at p. 677): ‘Very likely the rights 
were of a kind that might have been damaged, if not de sstroyed, without the con- 
stitutional necessity of compensation. But some latitude is allowed to the legis- 
lature. It is not forbidden to be just in some cases where it is not required to be 
by the letter of paramount law.’ 

“In this case the question at issue was a statute which allows compensation 
to owners in excess of what the condemner would have had to pay under the 
judicially established rules of compensation. The Supreme Court clearly held 
that it was not forbidden to be just even when not required to be so by paramount 
law.”’ 

While the Department of Justice in its memorandum correctly quotes certain 
dictum expressed in Monongahela Navigation Co. v. United States (148 U.S. 
312), nevertheless, that case merely holds that Congress, in laying down the 
rules within which just compensation may be ascertained in eminent domain 
cases, cannot exclude from consideration an element of value when that element 
is a vested right. It is elemental that the dictum in any case must be construed 
in the light of the facts and holding of the case. The combined holding, facts, 
and dictum in that case are far different from the dictum therecf standing alone. 
Likewise, the quotation in the Justice Department memorandum from United 
States v. New Piver Collieries (292 U.S. 341) is the purest of dictum. That case 
merely holds that the evidence of market price is admissible in eminent domain 
cases. The dicta of these two cases is clearly limited by the holding in A merican- 
Hawaiian Steamship Co, v. United States, (124 F. Supp. 378). 

While it is true that the just compensation clause may not be evaded or impaired 
by any form of legislation against the objection of the owner of private property, 
and the Congress may not directly or through any legislative agency finally deter- 
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mine the amount that is safeguarded to such owner by the clause (Baltimore & 
Ohio RR. Co. v. U.S., 298 U.S. 349, 565. Ct. 797, 80 L. Ed. 1209), nevertheless, 
under the doctrine of the Joslin case, supra, it is clear that the Congress or other 
legislative authority may direct the consideration of factors not required to be 
considered by constitutional necessity in determining just compensation. In this 
connection, the legislative proposal to authorize the consideration of reproduction 
costs would merely confirm what is now the prevailing rule (see. 190, p. 9, vol. 2, 
“Orgel On Valuation Under Eminent Domain,’ 2d ed.). This element is not 
admissible in Federal courts sitting in certain jurisdictions, and the element of 
value to the taker is admissible in none (sec. 13, p. 74, vol. I, Orgel, supra). It is 
manifest, however, that a requirement for the admissibility of these factors in all 
or certain cases would not limit the measure of compensation guaranteed under 
the fifth amendment, but would merely broaden the field of factors to be considered 
by the judiciary in reaching a final determination of just compensation. 

What makes more ridiculous the apparent attempt of the Justice Department 
through its memorandum to Senator Case to direct congressional policy is the fact 
that the proposed legislation presented to both your committee and the Committee 
on Armed Services of the Senate would provide that a trial by commission con- 
stituted somewhat along the lines of aa arbitration board be optional with the 
owner. This would be in harmony with the existing law and prevailing doctrine 
that the Congress can add to but not take away from the minimum compensation 
guaranteed by the Constitution, and that the fifth amendment is for the protec- 
tion of the individual. It is well settled that the necessity and propriety of taking 
private property for public use, the extent of the taking, and the procedure to be 
followed, are legislative questions subject only to the constitutional requirement 
that just compensation be paid the property owner (U.S. v. McIntosh, 2 F. Supp. 
244, certiorari denied, 55 5. Ct. 101, 293 U.S. 586, 79 L. Ed. 682). Moreover, it is 
considered that an individual demanding that his case be tried by such a com- 
mission would be estopped from challenging the constitutionality of the very pro- 
vision he had voluntarily invoked (U.S. v. McIntosh, supra). Surely the Govern- 
ment could not challenge its own policy relied upon by the individual. Further, 
the proposed legislation could not by the farthest stretch of the imagination 
limit, restrict, or minimize the compensation which a property owner is entitled 
to have judicially determined under the Constitution in eminent domain cases. 
As above stated, the proposal merely broadens the field of evidence admissible in 
reaching such determination. It further merely directs that at the option of the 
owner a determination may be made by a judicial commission constitutionally 
organized in a manner considered by the Congress to be fair. 

Inasmuch as neither the Defense Department or Justice Department are known 
to have made any objections to the provision of the proposed legislation requiring 
the deposit of a just amount upon the taking of the property by the Government 
prior to a judicial determination of just compensation, I will direct no remarks 
toward this proposed provision except that there are numerous congressional 
precedents for this, including the Lever Act of August 10, 1917 (40 Stat. L. 276), 
and the Merchant Marine Act. In this connection, there is attached hereto 
(exhibit IV) a copy of a bill enacted !ast year amending basic law affecting all 
condemnation cases in an attempt to remedy the very evil sought to be corrected 
in the proposed legislation insofar as Wherry owners are concerned. There is in 
connection therewith a copy of the President’s veto message. You will note 
that no question of constitutionality is raised in the President’s memorandum of 
disapproval. 

In view of the foregoing, it is my opinion that the proposed legislation, if 
enacted, would be constitutional. 

Respectfully submitted, 

W. D. Partiow, Jr. 


(Below is set out additional information re Wherry project at 
Sewart Air Force Base, Tenn.) 

Subject: Condemnation of Wherry project, Sewart Air Force Base, Tenn. 

1. Inclosure No. | gives the history of this case up to mid-1958. 

2. The following additional information replies to same implication of Mr. 
Carmack’s recent testimony before the Senate Armed Services Committee: 

(a) The Department of the Air Force assumed the obligations of the deed of 
trust granted by the Stone River Homes, due to the John Hancock Mutual Life 
Insurance Co., as of December 1, 1957. The Air Force has made all payments 
due under the deed of trust since that date. In the assumption aggreement with 
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John Hancock, the Air Force and the FHA agreed that John Hancock may release 
Stone River Homes, Inc., from all liability from the deed of trust and note. Mr. 
Carmack has never requested such a release from John Hancock. 

(6) There are certain minor aspects to’the condemnation action which the Air 
Force attempted to adjust at the time of taking. The Air Force and Mr. Car- 
mack could not come into agreement as to the value of the miscellaneous supplies 
and equipment and so this element has been ineluded in the principal eondemna- 
tion action. In addition, certain prepared mortgage insuranee premiums could 
te prorated as of the date of taking, if Mr. Carmack requested such. The mort- 
gage insurance premiums held by John Hancock in escrow have already been 
released pursuant to directives from the Air Force and FHA, ; 

(c) Though the Department of Justice only deposited $1 at the initial filing 
of the declaration of taking, this deposit was increased to $187,500 shortly there- 
after and Mr. Carmack has drawn down approximately $168,000 of this deposit. 
In addition, Mr. Carmack has received an excess of $100,000 of eserowed reserve 
deposits originally held for replacement by John Hancock. 

(d) Mr. Carmack indicated that the trial may not be held for another 5 years. 
The U.S. attorney assigned to this case has indicated that the call for the docket 
has not yet oecurred for the current term. It is possible that this ease may not 
be heard this current term, but that there is a likelihood that it would be heard 
at least in the next term. Mr. Carmack could also eliminate this delay by enter- 
ing into a negotiated settlement of this case with the Department of Justice who 
are not limited by the formula set forth in Public Law 84-1020. 

A copy of the letter to Mr. Carmack, dated September 13, 1957, is attached 
hereto as tab C. Also attached hereto as tab D is Mr. Carmack’s letter of Sep- 
tember 23, 1957, in which he stated that he was proceeding with liquidation of 
Stone River Homes, Inc., in accordance with the date of October 1, 1957. 

On or about November 1, 1957, a declaration of taking was filed by the Air 
Force and was set aside at the request of Mr. Carmack. On or about December 
1, 1957, the declaration of taking was entered of record in the U.S. Distriet Court 
for the Middle District of Tennessee, Nashville division. 

The Air Foree has advised Mr. Carmack that it is possible to negotiate on an 
out of court settlement subsequent to the taking by condemnation and in advance 
of final judgment. This action can be taken because condemnation proceedings 
have been commenced but not completed. However, all such negotiations must 
now be conducted through the Department of Justice. 


SUMMARY 


AcQuISITION oF WueErRy Act Hovusina Prosect, Sewart Arr Force Base, 
SMYRNA, TENN. 


The acquisition of the Stone River House, Inc., at Smyrna, Tenn. was initiated 
by the Air Force on September 7, 1956, under the provisions of the Housing 
amendments of 1956, Public Law 1020, 84th Congress. On that date a letter 
was submitted by the Air Force to Mr. E. W. Carmack, sponsor of the Stone 
River Homes, Inc., advising him of the content of Public Law 1020, 84th Congress, 
as it pertains to the purchase of Wherry housing, and that the Air Force was in 
the process of establishing facts to support the acquisition of the housing project 
at Sewart Air Force Base. A copy of the letter is attached hereto as tab A. 

Mr. Carmack offered to negotiate on the sale of the Wherry housing project 
and on October 23, 1956, he was requested to furnish certain pertinent, informa- 
tion to the Air Force to expedite acquisition. Between that date and March 18, 
1957, preliminary steps in the prenegotiation processes were taken. On March 
18, 1957, Mr. Carmack was notified by letter that a meeting between the Depart- 
ment of the Air Force representatives and Mr. Carmack or his designated repre- 
sentatives was arranged for March 26, 1957, or if the time and place were not 
satisfactory, at such time as would be mutually convenient. On March 25, 1957, 
Mr. Carmack, by telegram, notified the Department of the Air Force that he 
could not be in Washington the following day because he had just returned to his 
office and had to be in court in Chicago and remain there several days. Mr. 
Carmack stated he would set up an appointment by phone upon his return from 
Chicago. 

On April 10, 1957, a representative of the Family Housing Division, Air Force, 
visited Sewart Air Force Base and arranged a meeting date for negotiations with 
Mr. Carmack during the week following Easter. On April 24, Mr. Carmack ad- 
vised that he was out of town and would phone for an appointment upon his re- 
turn the first of the week. On April 29, 1957, the Air Force by letter notified 
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Mr. Carmack that negotiations must commence shortly or consideration would 
have to be given to the initiation of condemnation proceedings. Mr. Carmcak 
requested an appointment for May 7, 1957. 

Between May 7, 1957 and June 10, 1957, two meetings were held with Mr. 
Carmack on the 8th and 29th of May supplemented by telephone calls and written 
CORaPORTene?: A memorandum concerning these negotiations is attached as 
tab Bb. 


Mr. Carmack was involved in an automobile accident on or about June 16, 1957 
and no further action was taken on negotiations for the purchase of Wherry 


housing at Smyrna until July 18, 1957, when negotiations were reopened and 
carried on until September 13, 1957 at which time the Department of the Air 
Force notified Mr. Carmack that a Declaration of Taking would be filed October 
1, 1957, or on November 1, 1957. 

Mr. Kiupay. We are going to have to adjourn, because the House is 
in session and we are reading the bill and the Speaker won’t permit 
us to sit while the bill is being read. 

Mr. Partow. Yes, sir. 

Mr. Huppueston. Mr. Chairman 

Mr. Kiupay. I wanted to ask you one more question, and that is 
with reference to your suggestion about commissioners, and so on. 

Mr. Partow. Yes, sir. 

Mr. Kixpay. Is it correct that at the present time those matters 
are determined by rules of court, rather than by statute? 

Mr. Partow. At the present time the district judge has authority 
to appoint a commission in certain involved cases, under existing law, 
but it is not mandatory. 

Mr. Kiipay. It is not mandatory? 

Mr. Partow. No, sir. 

Mr. Kitpay. But on the proceedings of commissioners and the sub- 
mission to commissioners? 

Mr. Partow. Yes, sir. 

Mr. Kitpay. Isn’t there probably a rule of the Superme Court 
with reference to that? 

Mr. Partow. There is a rule; yes, sir. 

Mr. Kitpay. Now, can you give us any precedent for a commission 
that would proceed similar to arbitration? Is there precedent for the 
establishment of such a commission? 

Mr. Partow. If there is, I don’t know of it, Mr. Chairman, but 
we have an opinion as to the constitutionality of it, which we can 
submit. 

Mr. Kiupay. I wish you would. 

Mr. Partow. In the record, if you will allow us, sir. 

(The opinion referred to appears previously in this hearing.) 

Mr. Kivpay. We are going to have to adjourn—did you have a 
question? 

Mr. Huppueston. I will wait. 

Mr. Kixtpay. The committee will adjourn until tomorrow morning 
at 10 o’clock. 

Mr. Partow. Thank you, sir. 

(Whereupon, at 12 noon, the subcommittee adjourned, to re- 
convene at 10 a.m., Friday, May 22, 1959.) 
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House or REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
SPECIAL SUBCOMMITTEE ON WHERRY ACQUISITIONS, 
Washington, D.C., Friday, May 22, 1959. 

The subcommittee met at 10:10 a.m., Hon. Paul J. Kilday (chair- 
man of the subcommittee) presiding. 

Mr. Kitpay. The committee will be in order. 

We will resume this morning on the question of Wherry housing 
acquisitions, 

Is Mr. Harry Poole of the Department of Defense present? 

Have a seat, Mr. Poole. 

Mr. Poots. Thank you, sir. 

Mr. Kitpay. Will you give your full name and position to the 
reporter, please? 

Mr. Poote. Harry W. Poole, of the Office of the Assistant Secretary 
of Defense, Comptroller, Department of Defense. 

Mr. Kiupay. Mr. Poole, I believe you have responsibility in the 
Comptroller’s Office of the Department of Defense with reference to 
the Wherry acquisitions? 

Mr. Poote. Yes, sir. 

Mr. Kiupay. Is that correct? 

Mr. Poote. Yes, s'r. 

Mr. Kiipay. Now, were you here on yesterday? 

Mr. Poote. I am sorry, Mr. Chairman, I was not. 

Mr. Kitpay. You are familiar with the plans of the Air Force on 
the acquisition of Wherry units, are you not? 

Mr. Pooue. Generally I am familiar with all three plans. 

Mr. Kitpay. Now, will you tell us the allocations which have been 
made for the proposed acquisitions by the Air Force in the remainder 
of fiscal 1959 and fiscal 1960? 

Mr. Poo.e. I can give you the allocations€or 1959, Mr. Chairman. 
For fiscal 1960 we have no financial plan as yet, delineated by service. 
We have an overall funding plan for the revolving fund which appears 
in the President’s budget, but we have—— 

Mr. Kitpay. Can you speak a little louder, Mr. Poole? 

Mr. Poor. We have an overall plan which appears in the Presi- 
dent’s budget, but we have not delineated the plan in specifics for 
fiscal year 1960. 

Mr. Kiipay. Then the statement with reference to the Air Force 
plan is their plan which has not as yet been implemented through the 
Department of Defense; is that correct? 

Mr. Poote. That is correct, sir. 

Mr. Kinpay. Then go ahead with the remainder of 1959, in the Air 
Force. 

Mr. Poor. The Air Force’s plan for 1959, Mr. Chairman, is as 
follows: We have funded the acquisition of 31,375 units. 

There are no plans to fund any additional acquisitions in 1959. 

Mr. Kitpay. The number that you give is what? 

Mr. Poo.tse. Cumulative, 31,375 units. 

Mr. Kitpay. That is total acquisitions through the revolving fund? 

Mr. Poo.e. Yes, sir. 

Mr. Kiipay. And you do not propose to acquire any more in fiscal 
1959? 

Mr. Poots. In this fiscal year. 
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Mr. Kitpay. Which, of course, is about to expire? 

Mr. Pooue. That is correct, sir. 

Mr. Kitpay. Now tell us about the President’s budget, on acqui- 
sitions. 

Mr. Pooue. The President’s budget for 1959 anticipated the acqui- 
sition, cumulative that is, of 60,000 units by the end of the fiscal year. 

Mr. Kiupay. 1959? 

Mr. Poour. 1959. 

To date, we have acquired almost 58,000, and we will acquire some 
more for the Army, which will bring it just within a few hundred 
units of the 60,000. 

Mr. Kitpay. Now as to the fiscal 1960 budget? 

Mr. Pooue. The fiscal 1960 plan, Mr. Chairman, as shown in the 
President’s budget indicates an additional 5,000 units will be acquired 
in 1960. ‘That was our estimate at the time of the budget formulation. 

Mr. Kixupay. That is for all services? 

Mr. Poote. For all services. 

Mr. Kitpay. How many would that leave unacquired? 

Mr. Poots. That will bring us up to about 65,000 units, of a total 
of 83,000, leaving about 18,000 units. 

Mr. Kizpay. Are you familiar with the Air Force acquisition plans 
for 1960? 

Mr. Poote. I have no official documents, but——— 

Mr. Kiupay. I don’t mean officially, necessarily, Mr. Poole. 

Mr. Pootsr. The Air Force intends to acquire the balance of their 
program, which is around 5,000 plus. 

Mr. Kitpay. Which would leave 13,000 and something? 

Mr. Pootr. Correct, sir. 

Mr. Kiupay. And does that 13,000 include those in default? 

Mr. Poous. It includes the remainder of the whole program. 

Mr. Kiupay. Do you,know how many of those are in default? 

Mr. Poouz. No, sir; I do not. 

Mr. Kinpay. Now, what would be the condition of the revolving 
fund if the Air Force plans were carried out? 

Mr. Pooue. Mr. Chairman, the President’s budget for 1959, antici- 
pated a transfer into the fund of $50 million. 

Mr. Kintpay. Additional? $50 million additional transferred into 
the fund? 

Mr. Poots. Yes, sir. No transfers have been made to date, but 
transfers will be made before the end of the fiscal year. If I may take 
a moment to explain how we get that money, I would appreciate it. 

Mr. Kiupay. | wish you would. 

Mr. Poo.e. The committee, of course, knows of the authority for 
this transfer. The Secretary has determined that transfers will be 
made from unexpended balances of prior year appropriations. In 
other words, we see what the unexpended balances are in annual prior 
year appropriations. And we can, with the approval of the President, 
transfer those balances into the fund. 

In all probability the transfers before the end of the fiscal year will 
come from personnel and maintenance and operations appropriations 
of fiscal years 1957 and 1958. 

So depending on that transfer, plus our estimated revenues from 
units acquired will give us our funds to operate fiscal year 1960. 

Mr. Kitpay. And under the Air Force plans, how much would 
remain in that fund as you now anticipate? 
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Mr. Poo.s. Our estimate for 1960 will be revenues of approximately 
$50 to $55 million. Depending on the transfer, be it $30 million or 
$40 million—I can’t say right now—will give us our operating 
capital. We wait for the reports toward the end of the year, so that 
we can determine how much can be transferred. It will give us some- 
thing between $80 million and $100 million, for total available funds. 

Now, the Air Force—this is the way we will determine what each 
service will get. We have to set aside the so-called operating expenses; 
namely, the payments for mortgages, whatever is necessary, for the 
units already acquired. 

Second, we have to set aside funds for any additional mandatory 
projects, be they in any one of the services. And third, whatever is 
left, we will allocate to the services for either acquisition of new units 
or repair and rehabilitation of units already acquired. 

Once we know the estimated available for 1960, we will make that 
estimate and split the money for new acquisitions and repair and 
rehabilitation. 

Mr. Kixpay. What do you anticipate with reference to the ability 
of the fund to acquire all outstanding units? 

Mr. Pooue. In 1960 I say we can’t do it. In future years, the fund 
can acquire them, if we exercise the authority to transfer additional 
funds into the revolving fund. 

Mr. Kixpay. Of course, the law is permanent, that permits the 
transfer. 

Mr. Pooue. That is correct, sir. 

Mr. Kixpay. It depends on the action of the Secretary and the 
President in transferring the fund from other purposes? 

Mr. Pooue. That is correct, sir. As an example, in the year 1958 
the fund had net expenditures, over and above our revenues of $40 
million. In other words, Mr. Chairman, although this is named 
“revolving fund,” it is not actually a purely revolving tund. Eventu- 
ally, that is, once we acquire these units and rehabilitate them, it will 
become a revolving fund. To date the revenues have been much 
smaller than the expenditures. Therefore, the fund had to be supple- 
mented with transfers, like we have been doing. 

Mr. Kitpay. Mr. Arends? 

Mr. Arenps. Would you care to hazard a guess as to how much of 
$80 million or $100 million might be available for acquisition pur- 
poses? We won’t hold you to the figure, because you say you do 
not know. 

Mr. Poote. If we had $80 million, Mr. Arends, I will guess it this 
way, and I have no figures developed as yet. 

Mr. Arenps. No. 

Mr. Poote. We will have, let’s say, 60,000 units acquired by the 
end of 1960. Our mortgage payments will run somewhere between 
$28 million and $30 million of that. 

Now, I don’t know how many mandatory there are, that we have 
to acquire. Suppose, let’s say, we acquire 5,000 more mandatory, or 
3, or whatever the case may be, and estimate our expenses at prob- 
ably $1,000 to $1,500 a unit. So let’s say there is something between 
$7 million and $10 million more. These are very rough estimates. 

So we have close to $40 million which we have to set aside because 
we have to run our business. Then, $40 million will be available for 
either new acquisitions or repair and rehabilitation of units acquired. 
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Mr. Kitpay. Now, can you tell us how much it would require to 
acquire all of the outstanding units, of Army, Navy, and Air Force? 

Mr. Poo.s. Again, Mr. Chairman, if you will pardon me, I will 
have to make a wild guess. 

Mr. Kixpay. I am not asking you for accounting figures. We are 
just trying to get some forecast—— 

Mr. Pooue. I would say-——- 

Mr. Kiupay. Now- 

Mr. Poo.r. The first year it will cost us something between $1,000 
and $1,500 a unit, for acquisition, payment of equities and other 
expenses. So let’s say 23,000 units not yet acquired times $1,500, if 
we assume the higher figures, will give us about $34 million. 

If we have to rehabilitate those units, it will cost us something 
between $2,500 and $3,000 more a unit. That will be something 
between 60 to 70 million dollars. 

Mr. Kitpay. What is the total, then, for acquisition and rehabili- 
tation? 

Mr. Pooxs. Of the remaining units? 

Mr. Kiupay. Yes. 

Mr. Pooue. It will be—if we assume the higher figure of $3,000 
a unit—— 

Mr. Kiupay. Yes, sir. 

Mr. Poousz. It will be about $103 million. 

Mr. Kiipay. About $103 million. 

Now, assuming that the Air Force plan is approved for $5,000, 
how much more money would you have to get to acquire the Army 
and Navy projects? 

Mr. Pooiz. About $50—$81 million. 

Mr. Kitpay. And that would get you out of the Wherry housing 
program by the end of fiscal 1960? 

Mr. Poote. That is correct. 

Mr, Arenps. How much? 

Mr. Kitpay. Between $50 and $81 million. 

Then we have to find that much money, if we are going to get you 
out of the Wherry housing business in all Departments by the end of 
1960; that is, fiscal 1960? 

Mr. Poousz. If I may, Mr. Chairman, I want to say a word or two 
on the overall picture. I just mentioned what we do with respect to 
the revolving fund. In arriving at a plan for the fund itself, we go one 
step further. We have to take into account the other appropriations 
which will be affected by these acquisitions. 

Let’s say: if we acquire the 23,000, or whatever the number is, 
we pay whatever is necessary for the equities and we pay whatever 
is necessary for repairs and rehabilitation, and the annual carrying 
charges. That is as far as the revolving fund goes. However, another 
appropriation has to pick up the expenses with respect to maintenance 
and operations and furnishing. 

In other words, there will be an additional impact of such an 
acquisition in the maintenance and operation appropriation, to prob- 
ably something in the vicinity of $500, per unit in maintenance and 
operations, and around $3,000 for furnishing. Because, as you know, 
the Department of Defense has as a policy that these units will 
eventually become public quarters. 

Mr. Kixpay. Now, I didn’t hear how much you said it would be 
for operation and maintenance per unit. 
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Mr. Smarr. $3,000. 

Mr. Poots. A very rough figure, probably $500 per unit a year. 

Mr. Kinpay. Is that for maintenance and operation? 

Mr. Pooue. Yes, sir. And our estimate for furniture is around 
$3,000 a unit. 

Mr. Kiupay. Of course, that comes later. We are talking now 
about the impact on maintenance and operation. The extent to 
which you can furnish will depend upon the appropriations that are 
made available for that purpose. 

Mr. Poote. If we declare them public quarters, however, I think 
the occupants are entitled to the furniture, if they forfeit their rental 
allowances 

Mr. Kizpay. Not complete furniture? 

Mr. Poote. Well—off the record. 

(Further statement off the record.) 

Mr. Poote. We estimate roughly around $3,000 to furnish those 
units. 

Mr. Kiutpay. Well, of course, now, if these were Government 
quarters, built with appropriated funds, the Departments would 
have the maintenance and operation, wouldn’t they? 

Mr. Pooue. Yes, indeed, sir. 

Mr. Kitpay. So when they are acquired and become _ public 
quarters, they are the same as if appropriated funds had been used 
for their construction. 

Mr. Pooue. There is an offset, however, Mr. Chairman, with 
respect to public quarters from appropriated funds. The offset comes 
into the appropriation of personnel. In other words, from the 
service personnel appropriation, when you have a house, or 100 
houses or 1,000 houses, we don’t request appropriation for rental 
allowances for 100 houses, or whatever the number may be. 

Mr. Kitpay. And consequently —— 

Mr. Poote. In this case, with respect to Wherry, the personnel 
appropriations continue to be made. 

Mr. Kiupay. And paid into the revolving fund? 

Mr. Poote. Paid into the revolving fund. 

Mr. Kixpay. So the service finds itself without those funds? 

Mr. Poote. That is correct. 

Mr. Kitpay. Well, the problem is the increase in maintenance and 
operation appropriations, isn’t it, Mr. Poole? 

Mr. Poote. Yes, indeed, sir. 

Mr. Kipay. It will run about $45 a month? 

Mr. Poo.e. Yes. 

Mr. Kiupay. For maintenance and operation? 

Mr. Poote. Yes, sir. 

Mr. Kiupay. Does that include heat and light? 

Mr. Poo.en. Yes, it does. 

Mr. Kizpay. And repair and maintenance and all were between 
$40 and $45 a month? 

Mr. Poote. Yes, sir. 

Mr. Kixpay. Questions? 

Mr. Smart? 

Mr. Smart. No, sir. 

(No further response.) 

Mr. Kitpay. Thank you, Mr. Poole. 
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Mr. Pooir. Thank you, Mr. Chairman. 

Colonel Ricuarpson. Mr. C hairman, I feel there has been an 
omission in the figures there 

Mr. Kriupay. Come around, Colonel, and give your name. 

Colonel Ricnarpson. Col. E. H. Richardson, representing Air 
Force. 

Mr. Kiupay. Yes, sir? 

Colonel RicHarpson. The figure you worked up to, I believe, was 
about $80 million required, worked out against the 18,000 units 
which might be acquired in this coming fiscal year. 

However, you can’t compare that with the income that would be 
available because we have not considered the funds required to 
rehabilitate and improve the units already acquired. I think that 
figure should be added to the fund requirement, for the full program. 

Mr. Pootre. Maybe I should give the committee a little information 
along those lines, if I may. 

Mr. Kitpay. Go right ahead. 

Mr. Poon. Of the units acquired, Mr. Chairman, with respect to 
the Army, we acquired 14,900—I am sorry, we funded the acquisition 
of 14,909 units, and we funded the repair and rehabilitation of 14,000 
units. 

With respect to the Navy, we funded the acquisition of 12,539 
units and repair and rehabilitation for 5,241 units. 

With respect to the Air Force, we funded the acquisition of 31,375 
and repair and rehabilitation for 9,542. 

There remain, therefore, roughly two-thirds of the Air Force to be 
rehabilitated and about 7,000 in the Navy, and close to 1,000 for the 
Army. 

So we are still continuing with repair and rehabilitation of the units 
already acquired. We have not been able to fund all that requirement, 

Mr. Smart. That is over $100 million. 

Mr. Kitpay. How much is that, Mr. Poole? 

Mr. Poote. I will give you the figures in a minute, sir. 

Mr. Smart. $114 million, I think. 

Mr. Pooty. Another $90 million. 

Mr. Kripay. $90 million? 

Mr. Poote. Yes, sir. 

Mr. Kiupay. That is in addition to the $50 to $55 million? 

Mr. Poote. That is correct, sir. 

Mr. Kitpay. Now, let’s see if we have the picture. If you get 
the $50 million transferred before June 30, then if you were to go 
ahead and acquire all outstanding units, for Army, Navy, and Air 
Force, through fiscal 1960, it would require from $50 million to $55 
million for acquisition, plus $84 million on the rehabilitation of those 
previously acquired? 

Mr. Poo.e. That is correct, sir. 

Mr. Kiupay. So that is the figure to get us out of Wherry, for 
Army, Navy, and Air Force, acquired and rehabilitated by the end 
of 1960? 

Mr. Poote. In round numbers. 

Mr. Kriupay. Any further questions? 

Mr. Poor. Then, as I say—one thing we should keep in mind, 
Mr. Chairman, in this connection: Some time or other the 83,000 
units, if we make them public quarters, and we are making them, 
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you have to provide something around $250 million worth of furniture, 
in another appropriation, granted, but we should always keep that in 
mind. 

Mr. Kiupay. Now, I don’t exactly understand this furnishing of 
these quarters. 

Mr. Pooter. Public quarters, Mr. Chairman, are furnished. 

Mr. Kiupay. Since when? 

Mr. Poous. Since time immemorial. 

Mr. Kitpay. Then why do we transport the household and kitchen 
furniture of the military personnel? 

Mr. Poor. Because a large number of people have no houses to 
move in. They are not living in public quarters. 

Mr. Kiupay. Mr. Smart. 

Mr. Smart. Mr. Chairman, from time immemorial this has been 
true. The Navy 

Mr. Kiipay. The Navy, yes. 

Mr. Smart. The Navy took the lead in the furnishing of their 
quarters. The Army and the Air Force have subsequently come along 
and have adopted that as their policy also. But there are two points 
to bear in mind on that. 

One is that $3,000 worth of furniture procures a rather mediocre 
amount. That is the reason why, you will recall, we formerly had an 
11,000, 12,000, or 13,000 pounds of allowance for household effects 
in transportation, but that has now been reduced where they do not 
carry their own furniture to a maximum of 2,000 pounds. 

Mr. Poote. That is correct. 

Mr. Smart. And that permits the carrying of their dishes and those 
ersonal items that they would require, regardless of the amount of 
urniture put in by the Government. 

So where quarters are not available, they still are permitted to 
transport their household effects, and they know that before they 
leave their last duty station. Where quarters are available, they are 
limited to 2,000 pounds. 

Mr. Poo.is. That is correct. 

Mr. ArEenps. This item doesn’t apply to appliances, does it? 

Mr. Smart. No, sir. 

Mr. Pooue. No, sir. 

Mr. AreEnps. This does not include appliances? 

Mr. Poote. No, sir. 

Mr. Arenps. Could you equip the apartment or unit with 3,000 
of furniture and then he can bring along what he wants? 

Mr. Poote. Usually, Mr. Arends, each family has things which they 
value, sentimentally or otherwise, and it doesn’t take many of those 
things to make up 2,000 pounds. 

Mr. Kiupay. Any further questions? 

(No response.) 

Mr. Kitpay. Thank you, Mr. Poole. 

Mr. Poote. Thank you, Mr. Chairman. 

Mr. Kitpay. We may want to talk to you later, if we contact you. 

Mr. Poo.te. I am at the committee’s disposal at any time. We 
will be glad to provide you any further details or any additional in- 
formation that the committee desires. 

Mr. Kitpay. Thank you, Mr. Poole. 

Mr. Pooie. Thank you very much. 
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Mr. Kitpay. Who is here from the Army that can tell us about 
the Wherry housing projects remaining unacquired? 

Colonel McCarty. I am, Mr. Chairman. I am Colonel McCarty. 

Mr. Kitpay. Will you come to the table, please? 

Colonel McCarry. Mr. Chairman, may I bring up two of the 
assistants? 

Mr. Kriupay. Yes, sir. You can have with you whom you please. 

Colonel McCarry. Mr. Chairman, I am Col. R. D. McCarty, 
Chief of the Family Housing Office in the Department of the Army. 

This is Colonel Pickard, Assistant Chief of Engineers for Real 
Estate, and Mr. Figert, a member of his staff. 

Mr. Kitpay. Colonel McCarty, do you have a statement prepared? 

Colonel McCarry. No, I do not have any prepared statement. 
As previously indicated, the Army has acquired 14,409 Wherry units, 
at 21 installations. 

A total of 22,248 Wherry units at 56 locations were built under Army 
sponsorship. Therefore, we have acquired about 64% percent of the 
total number of units built. 

Mr. Kiupay. As of what date? Is that the end of 1959? 

Colonel McCarry. As of right now, sir. 

We also have authority to acquire an additional 500 units—one 
project, namely, Fort Sill, which Mr. Poole indicated the mortgage 
and equity payments have been funded by the Department of Defense. 
So in the very immediate future we will raise our acquisition total to 
14,909 units, sir. 

Mr. Kiipay. And that will be accomplished in fiscal 1959? 

Colonel McCarty. That is correct, sir. 

Mr. Kitpay. Has the Army requested allocations in addition to 
those which have been made? 

Colonel McCarry. Yes, sir, we have. 

Mr. Kintpay. To what extent? 

Colonel McCarty. Well, we requested that we be given authority 
to acquire during fiscal 1959 a total of 1,944 additional units, of which 
1,844 were in the permissive category, sir. 

If the acquisition of these remaining units is approved and funds 
therefor are provided, that would bring our acquisition totals up to 
16,853 units, sir. 

Mr. Kitpay. You were not granted allocations on that? 

Colonel McCarry. Up to the present moment we have not been, 
sir. 

Mr. Kitpay. Then how many are pending in the Army request for 
allocation which have not been granted, how many units? 

Colonel McCarry. It is a total of 1,944 units in the 1959 program, 
sir. 

Mr. Kixipay. 1,900-—— 

Colonel McCarry. 1,944 units, sir. Then we have a tentative 
1960 program, sir. 

Mr. Kiupay. Yes, sir? 

Colonel McCarry. Which of course we have not submitted the 
funding details or the acquisition assembly papers to the Department 
of Defense as yet. Normally we would not submit those until the 
be pens of the fiscal year, sir. 

Mr Kitpay. How many units does that call for? 

Colonel McCarty. That calls for 2,038 units at four locations, sir. 
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Mr. Kitpay. Of course, you won’t know about the allocations on 
that until after the beginning of the fiscal year? 

Colonel McCarry. It will be sometime later, sir, after we submit 
our fiscal year 1960 funding plan. 

Mr. Kitpay. Do you have the list there of the units which you do 
not plan to acquire? 

Colonel McCarry. I have a list of the remaining units which are 
not included in the fiscal year 1959 and fiscal year 1960 program, sir. 

Mr. Kiipay. These are not in either 1959 or 1960? 

Colonel McCarry. That is correct, sir. 

Mr. Kitpay. Now, I don’t want you to go into complete detail 

on each one; but I believe you start there with the Navajo Ordnance 
Depot, Ariz,; is that right? 
» Colgnel McCarry. Yes, sir; there are 69 units at the Navajo 
Ordnance Depot. That particular project is what we call—we have a 
very high vacancy rate at that project. If that is what you are 
interested in, Mr. Chairman. 

Mr. Kiipay. I want to know your plans for acquisition. 

Colonel McCarty. At the present moment we do not have any 
plans for acquisition. 

Mr. Krupay. Why? 

Colonel McCarty. Primarily, sir, because until we have proceeded 
further on our 1959 and 1960 acquisition plans, we have not for- 
mulated a fiscal year 1961 plan as yet, sir. In other words, Navajo 
will be considered in formulating a fiscal year 1961 acquisition plan, sir. 

Mr. Kiipay. Can you tell us whether you ever plan to acquire? 

Colonel McCarry. I believe we will acquire this project; yes, sir. 

Mr. Kixpay. Well, will you go through the list you have there and 
tell us the ones you do not intend to acquire? 

Colonel McCarry. Yes, sir. We have nine projects which at the 
present moment appear to me that we won’t recommend acquisition. 

Mr. Kitpay. Where are they located? 

Colonel McCarty. The Red River Arsenal, Tex., sir, 55 units. 

Mr. Kitpay. Where is that? 

Colonel McCarry. Red River Arsenal, Tex., sir, 55 units. 

Mr. Kitpay. I don’t even have that on my list. That is Red 
River, 55? 

Colonel McCarry. This project, incidentally, is in default, Mr. 
Chairman. 

Mr. Kixtpay. That is why it is not on my list. This list does not 
include those in default. 

Colonel McCarry. But it was built under Army sponsorship, sir. 

Mr. Kiupay. Yes. What others? 

Colonel McCarry. The second one is the Blue Grass Ordnance 
Depot, in Kentucky, 65 units, sir. 

Mr. Kiupay. Is that in default? 

Colonel McCarty. Yes, sir. 

The third one is the Tobyhanna Signal Depot, 200 units. That is 
in Pennsylvania, sir. 

Mr. Kixpay. Is that in default? 

Colonel McCarry. That is also in default, Mr. Chairman. 

The fourth one is the Milan Arsenal in Tennessee—M-i-l-a-n— 
which is also in default, Mr. Chairman. 

Mr. Kiipay. Go ahead. 
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Colonel McCarty. Camp Wolters, Tex., 500 units. 

Mr. Kiutpay. That is not—— 

Colonel McCarry. That project is not in default, sir. 

Mr. Kitpay. You don’t plan to acquire it? 

Colonel McCarry. At the present moment, we don’t contemplate 
it, sir. 

Mr. Kiitpay. What others? 

Colonel McCarty, The next one is the Deseret Chemical Depot, 
in Utah, 26 units. 

Mr. Kinpay. Is that in default? 

Colonel McCarry. Yes; it is. 

The next one is the Tooele Ordnance Depot, in Utah, 25 units. 
That project is also in default, Mr. Chairman. 

The next project is Henry Barracks, Puerto Rico, 74 units. That 
is the one station which has been inactivated, sir , although a certain 
portion of this project is being rented at the present time. 

Mr. Kiupay. Is it in deiault? 

Colonel McCarry. It is in default, sir. 

And the last project is the Sierra Ordnance Depot, 125 units. And 
it is in default, sir. 

In other words, I have taken our list of projects and listed for you 
the ones I consider the Army would push off to the last in any acquisi- 
tion program. We would want to take a very serious look at them, 
sir. 

Mr. Kinpay. Is Red River Arsenal in default? 

Colonel McCarry. Yes, sir. 

Mr. Kinpay. Then all that I have on my list—the only one I have 
on my list which is not in default and you do not plan to acquire is 
Camp Wolters. 

Colonel McCarty. Camp Wolters, Tex. 

Mr. Kitpay. That is the only one? 

Colonel McCarty. That is the only one. 

Mr. Kiupay. Presidio, Calif. 

Colonel McCarry. Presidio, Calif.: We hope to acquire that in 
fiscal year 1961 or future vear programs, sir. 

Mr. Kiupay. Fort McPherson, Ga. 

Colonel McCarry. That project is also under consideration for 
acquisition at some future date, sir. 

Mr. Kitpay. You say 1961 or subsequent years? 

Colonel McCarty. Yes, sir. 

Mr. Kitpay. Will you tell us which will be in 1961? 

Colonel McCarty. No, sir; I cannot tell you at this moment what 
the 1961 program will look like, sir. 

Mr. Kitpay. Did you answer as to Fort McPherson, Ga.? 

Mr. SMart. 1961 or later. 

Colonel McCarry. 1961 or future. 

Mr. Kinpay. Holabird, Md. 

Colonel McCarry. The same response; 1961 or future, sir. 

Mr. Kinpay. Detroit Arsenal, Mich. 

Colonel McCarry. The same, sir; 1961 or future years, sir. 

Mr. Kitpay. St.Louis Ordnance Depot. 

Colonel McCarty. The same, sir; 1961 or future. 

Mr. Krupay. Rossford Ordnance Depot, Ohio. 

Colonel McCarry. Yes, sir; 1961 or future years on Rossford. 
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Mr. Kinpay. Carlisle Barracks, Pa. 

Colonel McCarry. The same answer, sir; 1961 or future years. 

Mr. Kitpay. There are two projects there, I believe? 

Colonel McCarry. Yes, sir; a total of 152 units in the 2 projects. 

Mr. Kitpay. They are in the same status? 

Colonel McCarry. Same status, sir. 

Mr. Kitpay. Fort Worth Quartermaster Depot. 

Colonel McCarry. The same answer there, sir; fiscal year 1961 or 
future years. 

Mr. Kitpay. Camp Wolters not. 

Fort Monroe, Va. 

Colonel McCarry. That would be fiscal year 1961 or future years. 

I might mention, concerning Fort Monroe, we had hoped to acquire 
that as a mandatory project, but our Capehart project was disap- 
proved, so we put that aside. 

I also understand the sponsor does not want to sell that project. 

Mr. Kiipay. How about Fort Buchanan, Puerto Rico? 

Colonel McCarry. Fort Buchanan: 237 units. We plan to acquire 
that probably in fiscal year 1961 or future years, sir. 

Mr. Kitpay. Any questions of Colonel McCarty? 

Mr. Wamp.er. Yes 

Mr. ARENDs. Yes. 

Mr. Wamp er. Excuse me. 

Mr. Kixpay. Mr. Arends. 

Mr. Arenps. Colonel, would it be a fair assumption to say possibly 
a lot of these will never be considered, because you put them off for 
1961 or later? 

Colonel McCarry. Well, it would be a fair statement to say that 
the Army does not plan to acquire a certain number. As I have listed 
for you, sir, nine projects totaling 1,170 units, all of which except one, 
Camp Wolters, are in default 

Mr. ArENps. Yes. 

Colonel McCarry. In other words, my answer to your question 
sir: It would appear that the Army would not like to acquire those 
projects at any future date. 

Mr. Kixtpay. But the others you would anticipate would be ac- 
quired? 

Colonel McCarty. We would anticipate would be acquired, sir. 

Mr. Kitpay. What would be the controlling factor? Funding? 

Colonel McCarry. Funding, sir, would be essentially the control- 
ling factor. 

Mr. Kiupay. Any further questions? Did you want to ask, Mr. 
Wampler? 

Mr. Wamp.er. Yes, Mr. Chairman. 

Colonel, if this statement is correct, you requested 1944 additional 
units be acquired in 1959? 

Colonel McCarry. Yes, sir. 

Mr. Wampter. How many of those as of today have been ac- 
quired? 

Colonel McCarry. None, sir. 

Mr. Wampter. No funding for it? 

Colonel McCarry. No funding, sir. 

Mr. Wampter. What prospectiveness do you have that you will 
have any funds between now and July 1 for such? 
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Colonel McCarry. Well, I have been informed that the OSD 
revolving fund, of course, is very short, and whether any of these 
projects are funded depends upon whether or not OSD ean make funds 
available to the Army. I might also add that the Army itself has 
been looking over the assets which have already been allocated to it, 
including anticipated rental receipts, to see if we can make available 
back to the OSD revolving fund for reallocation some additional 
moneys which will help us to go ahead on this acquisition program. 

Mr. Wampter. How many of these 1944 do you actually think will 
become actually acquired between now and the end of the fiscal year? 

Colonel McCarry. I don’t know, sir. I certainly hope a minimum 
of 854 units at two projects will certainly be approved and funded, sir. 

Mr. Wamp.ter. Well, the thing—I don’t see how you can sit down 
and figure for 1960, with 2,038 units, as such, when you have a back- 
log of this many that is piling up on you all the time. 

Colonel McCarry. That is correct, sir. 1 might mention that 
these 2,038 were originally in our 1959 program, but had to be de- 
ferred over to 1960 because of lack of funds, sir. 

Mr. Wampter. How many of the 1944 are backlogged? 

Colonel McCarty. The 1944 are all in our 1959 program. They 
were not in any previous program, sir. 

Mr. Wampter. Thank you. 

Mr. Kitpay. Why has the Army moved slower than the Air Force? 

Colonel McCarry. Generally the Army has had a policy of first 
acquiring our mandatory acquisitions, sir, and secondly, we have re- 
quested concurrent funding for our repairs and improvements and 
acquisition of utilities. We haven’t always gotten concurrent fund- 
ing. It has lagged a number of months. But that has been our 
general policy, of trying to repair and improve these units along with 
acquisition. In other words, more or less carry the two along simul- 
taneously, sir. 

Mr. Kiupay. Of course, as to your first reason, the mandatories—— 

Colonel McCarry. Yes, sir. 

Mr. Kitpay. The Air Force has had that same requirement. They 
have had to mandatorily acquire before proceeding on the Capehart. 
So on that you are in the same position? 

Colonel McCarry. That is correct, sir. 

Mr. Kiipay. Now, what has the Air Force had to do with reference 
to rehabilitating the ones that they did acquire? Haven’t they had 
the same problem? 

Colonel McCarry. I don’t know what the Air Force problem has 
been in that connection, sir. 

Mr. Kitpay. What was your general idea about it, Colonel? 

Colonel McCarry. Well 

Mr. Kinpay. Was theirs better to begin with and they didn’t have 
to, or was it because they built a larger house? 

Colonel McCarry. I wouldn’t know, sir, except apparently they 
have adopted a policy of acquiring a large number of units and waiting 
for the repairs and improvement funds for some later date, I would 

ather. 
: Mr. Kitpay. From the time of the acquisition program have you 
been held up by the failure of the Department of Defense to make 
allocation? 
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Colonel McCarry. I can only say that we can only proceed with 
acquisitions as funds become available. In other words, to acquire 
any project you must have authority to acquire, and secondly a 
certain minimum amount of funds. In other words, you always have 
to have the funds for the sponsor’s equity and the mortgage and 
interest payments. 

Mr. Kitpay. But the Department of Defense has control of those 
funds? 

Colonel McCarty. Yes, sir. 

Mr. Kiipay. So that there is a certain amount available there out 
of which you could ask allocation of funds. Has the Air Force 
requested more funds than you have and gotten the bigger end of it? 

Colonel McCarry. I don’t know, sir. I don’t know how much the 
Air Force has requested, sir. 

Mr. Kitpay. Have you gotten all, except this last one you men- 
tioned, that is all the allocations that you asked for? 

Colonel McCarry. No, sir. 

Mr. Kitpay. All right. Tell us now what you were refused. 

Colonel McCarty. As Mr. Poole has indicated, the sponsor’s 
equity and mortgage and interest payments for 14,909 projects have 
been funded from the revolving fund; 14,909, that is, the 14,409 
already acquired, plus the 500-unit project at Fort Sill. 

Colonel Pickarp. Plus the 500-unit project at Fort Sill. 

Of course, concerning the sponsor’s equity, since many of these 
cases are in ‘condemnation, we will need funds at a subsequent date 
for any deficiency court awards. 

So that covers the mortgage and interest payments plus the spon- 
sor’s equity. 

Turning to the repairs and improvements. We have received funds, 
approximately $25.7 million, for repairs and improvements for 14,009 
units. 

We did request more than that amount, but OSD gave us $25.7 
million and we did not reclama—in other words, there are no outstand- 
ing reclamas for additional money for these 14,009 units for repairs 
and improvement. 

; Mr. Huppieston. How much did you request than the $25.7 mil- 
ion? 

Colonel McCarry. I don’t have the exact figures here. It was 
probably, oh, $1 or $2 million, or something like that, sir. 

Mr. Huppieston. How many units? 

Colonel McCarty. Pardon me, sir? 

Mr. Huppueston. For how many additional units? 

Colonel McCarry. It was still within these 14,009 units, sir. 

Mr. Kiipay. Then it was not the question of the number of units. 
It was the extent to which you would be permitted to rehabilitate? 

Colonel McCarry. That is right, sir. But I want to say, again, 
sir, we did not reclama. In other words, we have no pending reclamas 
to OSD. In other words, we appear satisfied at the moment on the 
amount of funds granted for our 14,009 units, sir, as far as repairs and 
improvements. 

Mr. Kitpay. You have not asked for units that have been denied 
in allocations from the Department of Defense. You have only been 
denied the full extent of the money that you desired for rehabilitation; 
is that correct? 
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Colonel McCarry. Well, we have one outstanding request, for 400 
units at Dugway Proving Ground, in the amount of $1,400,000. We 
have not been allocated any of those funds as yet, sir. 

Mr. Kriipay. And you have not been refused? 

Colonel McCarry. No, sir. 

Mr. Kixpay. It is just pending? 

Colonel McCarry. Just pending, sir. It is pending. 

Mr. Kixpay. So you had not asked for the allocation of any projects 
or units which had been refused by the Department of Defense? 

Colonel McCarry. I would like to elaborate a little bit, sir. 

Mr. Kitpay. I wish you would. 

Colonel McCarty. We have pending before the Department of 
Defense several of these permissive projects, on which we have re- 
quested repairs and improvements funds, which have not been acted 
upon—let’s put it that way, which have not been acted on. 

Mr. Kitpay. Then you were denied the repair and improvement 
funds, and therefore you didn’t want to acquire; is that it? 

Colonel McCarry. Well, no, sir; that is not the basis. In the first 
place, we haven’t gotten approval from them to acquire the project, 
and we haven’t gotten approval for the mortgage and interest pay- 
ments and the sponsor’s equity. So until we get those steps 

Mr. Kitpay. Well, how many are there of those projects, where vou 
have asked and have not received the allocation? 

Colonel McCarry. There is a total of 1,944 units, sir. 

Mr. Kripay. That you have asked for? 

Colonel McCarry. Yes, sir. But I would like to make it clear, sir. 
On some of those projects we have not sent up our formal papers for 
the repairs and improvements. We have only sent up the papers for 
the acquisition and the mortgage and interest payments. 

Mr. Krupay. Any further questions of Colonel McCarty? 

Mr. Wampter. Yes, Mr. Chairman. 

Mr. Kiitpay. Mr. Wampler. 

Mr. Wampter. Now, that is no approval for the request on the 
1,944; right? 

Colonel McCarty. Out of the 1,944, we have received approval to 
acquire only on one project, which is Fort Sheridan, sir, 100 units. 
We have not received approval to acquire the remaining 1,844 units. 

Speaking of the one project at Fort Sheridan, that is a potentially 
mandatory project, depending on the construction of a Capehart 
project. As I understand, our Capehart project is being disapproved 
now by OSD. What I am trving to say is that Fort Sheridan will drop 
out of the potentially mandatory category, entirely. 

Mr. Wamp.er. Thank you. 

Colonel McCarry. But we requested complete funding on the 
Fort Sheridan 100-unit Wherry project, sir. 

Mr. Wampter. Do you expect any approval on the 1,800 and some 
between now and the end of this fiscal year? 

Colonel McCarry. I am hoping so, sir. I am hoping to get ap- 
proval. Naturally, I would like to get approval on all of them, sir. 
I hope to get approval at least on some of them, sir. 

Mr. Krmupay. Mr. Huddleston. 

Mr. Huppueston. Colonel, do you know whether the Air Force 
has requested approval for the acquisition of certain projects and has 
acquired those projects without having an allocation for rehabilitation 
of those projects? 
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Colonel McCarry. I don’t know, sir. I have not followed the Air 
Force program, sir. But I believe the statement was made earlier 
today by Mr. Poole that some 9,542 units of the Air Force’s program 
had been funded for repairs and improvements. I believe Mr. Poole 
made that statement earlier today, sir. But I know nothing of the 
details of the Air Force acquisition program, sir. 

Mr. Kizpay. Thank you, Colonel. 

At this point we will have a representative of the Air Force to see 
if we can get an answer to this question. 

Mr. Rosrnson. Mr. Chairman, I am George S. Robinson, Deputy 
Special Assistant to the Secretary of the Air Force for Installations. 

I have with me Colonel Richardson, who is with the Housing 
Division of the Air Staff, and Mr. Zilber, who is with our General 
Counsel’s Office—Z-i-l-b-e-r. 

If the chairman would permit, I would like to have Colonel 
Goddard, who is here, come up. Colonel Goddard is in charge of 
the Housing Construction Division in the Air Staff. 

Mr. CuarrMANn. I don’t have any prepared statement. I would 
like, if the committee will indulge me, to explain for a few minutes—— 

Mr. Kiupay. Go ahead. 

Mr. Rosinson. What the Air Force policy is with respect to the 
Wherry acquisition program. 

I would Tike to refer back, if I might, to 1955, when Gen. Curtis 
LeMay, who was then commander of the Strategic Air Command, 
appeared before the Senate Banking and Currency Committee and 
before the House Banking and Currency Committee, and stated what 
T thought was a very alarming fact, which was that decent, adequate 
family housing was directly related to the survival of this country. 

From that point on we have tried to put this Wherry program in a 
high priority so far as acquisition is concerned. 

It was authorized by the Congress and we have not lost site of 
the fact that the Congress~ also authorized that these projects be 
brought up to as near public quarters standard as could be, by author- 
izing repair, rehabilitation, and improvement. 

And our whole effort in this connection has been to put our people 
in decent, adequate houses, in order to retain them, if possible, in the 
service and develop a professional Air Force. 

Every survey that has been made—and I think every base com- 
mander that I have talked*to—will confirm that housing, adequate 
housing, is one of our prime problems. And we have made an effort 
right from the beginning to try to acquire these projects as fast as 
we could, with the sole purpose in mind of improving them and 
bringing them up to a decent standard for our people—it would be 
an inducement, perhaps, for them to make a career out of the service. 

Now, that has been the objective that we have proceeded on with 
respect to this whole program. 

Mr. Kitpay. What will be your status as to acquisitions at the 
end of 1959? We will take that first. That is, fiscal 1959. 

Mr. Rosinson. We have no plans for acquisition for the balance 
of this fiscal year 1959. 

The last project we bought, I believe, was in November of 1958. 
We bought none after that because of the fund situation. 

Our negotiating team—we have lost two members of it by reason 
of transfer. We are in the process at the present time of reconsti- 
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tuting a negotiating team, which Colonel Richardson will head up. 
His time is being extended in the Pentagon for that purpose. We 
propose immediately to begin getting our figures up to date for the 
purpose of sitting down and negotiating with the Wherry owners 
and acquire these projects. I am hoping we can in the first quarter 
of fiscal year 1960. 

Mr. Krupay. At the end of 1959 you will have acquired how many 
units? 

Mr. Roprinson. Well, I believe the figure is something in the order 
of 31,359. 

Mr. Kiupay. And how many will remain unacquired? 

Mr. Ropinson. We have about 5,732 that remain to be acquired. 

I would deduct from that at the present 628 units at Mitchell Air 
Force Base. 

Mr. Kitpay. 620 units? 

Mr. Ropinson. 628 units. 

Mr. Kitpay. 628 at Mitchell? 

Mr. Roprinson. Yes. 

Mr. Kitpay. Now, you hope to acquire those during the first quar- 
ter of fiscal 1960? 

Mr. Rosinson. We hope to be able to negotiate a deal before the 
end of this year. I hope we can do it in the next month or 6 weeks and 
consummate a contract in the first part, or the first quarter of 1960. 

Mr. Kitpay. You will then apply for allocations, will you, at that 
time? 

Mr. Rostnson. I am trying to recall what the present state—I 
think we have an allocation in for funds already that will be utilized 
for acquisition and additional improvements. I believe that is 
correct. 

Is that correct, Colonel Goddard? 

Colonel Gopparp. Mr. Chairman, I am Colonel Goddard. We 
have recently received an allocation of $6% million to continue with 
our rehabilitation and improvement program. 

Our financial planning for fiscal year 1960 is now in process, and we 
expect to be able to fund this acquisition that Mr. Robinson just re- 
ferred to out of that financial plan that is now being prepared and 
will be submitted to the Office of the Secretary of Defense for funding. 

Mr. Kriupay. Then that would be the acquisition for all except 
Mitchell? 

Colonel Gopparp. That is right, sir. 

Mr. Kiipay. Now, why do you not plan to acquire Mitchel? 

Mr. Rosrnson. Well—— 

Mr. Kiuipay. Mrs. St. George expressed interest in it. 

Mr. Rosinson. The only thing I can say on that at the moment, 
Mr. Chairman, is that the future utilization of Mitchel at the moment 
is in a rather undetermined state, and it doesn’t appear advisable at 
the present time, anyway, to begin negotiations on that. We prefer 
to-defer that-and get on with the other seven that I believe we can 
consummate a deal on. 

Mr. Kixpay. That is a local situation, isn’t it? 

Mr. Rosinson. Pardon? 

Mr. Kixpay. That is a local situation as to Mitchel, isn’t it? 

Mr. Rostnson. I believe that that has some——— 
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Mr. Kitpay. In other words, the future of Mitchel is not because 
of any plans of the Air Force, but of a good deal of pressure from the 
local area around Mitchel; isn’t that correct? 

Mr. Rosrnson. I think that is correct, to some extent. 

Mr. Kinpay. Well, for quite a long period of time there has. been 
agitation? 

Mr. Rosinson. That is right. 

Mr. Kitpay. In the local communities for the deactivation of 
Mitchel and the sale of Mitchel Air Force Base; isn’t that correct? 

Mr. Rosrnson. That is right. 

Mr. Kixtpay. And because of that situation—that is the reason that 
Mitchel is not included? 

Colonel Gopparp. Yes, sir. 

Mr. Kitpay. I was developing that because Mrs. St. George had 
inquired on yesterday with reference to it. 

Mr. Rosrnson. Yes. 

Mr. Kiuipay. Go ahead with your question. Mr. Huddleston. 

Mr. Huppuxston. I will ask you the same question, Mr. Robinson, 
that I asked Colone! McCarty a minute ago. Does the Air Force 
have the policy of acquiring Wherry units without regard to whether 
they are able at the same time to obtain allocation for rehabilitation 
of those units? 

Mr. Rosrnson. The only way I can answer that is by stating that 
when we proceed on the program of acquiring this— and this more or 
less ties in with what I just said—we assumed we were going ahead 
with or would have funds available at the same time to do the repair 
and improvement program. All I can say is that that has not resulted. 

Mr. Huppuxgston. As Mr. Poole stated a few minutes ago, the Air 
Force has acquired 31,000 and some other units, and only have funds 
allocated for rehabilitation for only about 9,500 units. Is there any 
correlation in the Air Force, that the Air Force is attempting to 
exercise, between the number of units they acquire and the number of 
— that they are actually able to rehabilitate with the funds avail- 
able? 

Mr. Rosrnson. The only thing I can say is that that correlation 
has not resulted. We were hopeful at the time we started the acquisi- 
tion that it would. 

Mr. Huppieson. Well, has the fact that the funds haven’t been 
available resulted in any change in your policy of acquisition, or you 
were just going ahead and continue to acquire the units whether you 
had the funds allocated for rehabilitation or not? 

Mr. Rosinson. Well, I think it developed from budgetary reasons 
and we were just not able to dovetail the two in. 

Mr. Kiupay. They went ahead and acquired. 

Mr. Huppueston. Even the fact that you weren’t able to dovetail 
the two in, you continued to acquire these Wherry units that you 
weren’t able to rehabilitate? 

Mr. Rosinson. Well, that is right. I might add in some instances, 
I can’t be specific as to any particular base at the moment, but in some 
instances it was to our advantage to acquire them, because, by reason 
of taxation and increased operating costs, owners or sponsors were 
being successful in getting rental increases, which, when added to the 
cost of utilities, were exceeding the quarters allowance of the people 
that were living in the project. 
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So when we acquired them and made them public quarters, those 
people, or a certain percentage of them, benefited to that extent. 

Mr. Hupp.eston. Now, has the Air Force obtained approval 
for the acquisition of every unit that they applied for? Are there any 
units that the Air Force applied to acquire that have not been ap- 
proved and funds allocated for the acquisition? 

Mr. Rosinson. I don’t recall any. 

Mr. Hupp.eston. No? On every unit you applied to acquire 
you have received approval, although in many cases you haven’t 
received an allocation for rehabilitation? 

Colonel Ricuarpson. Well, we wouldn’t acquire without approval. 
In other words, when we reach a negotiated basis, or we go on con- 
demnation, there is a determination of the amount of funds required, 
and that is presented to the Armed Services Committee for approval. 
The allocation is only made after that approval is given. DOD holds 
the funds at all times. There are no advance allocations. We have 
no fund to draw against. 

So, when we reach the processing point, the allocation is then made, 
so that the obligation can proceed. So everything that we have ap- 
plied for has eventually been funded. We have had times during the 
past 2 years when we have had delays in closing because DOD was 
not in a position at the moment to make an allocation of funds. 

Everything that we own today obviously had to be allocated before 
we proceed. 

Mr. Huppieston. But every request that you have made has 
eventually been approved? 

Colonel Ricuarpson. Insofar as acquisition. But the rehabilita- 
tion and improvement funding has been deferred and has not in all 
cases been forthcoming. 

Mr. Huppueston. Has the fact that your acquisition has been so 
far ahead of your rehabilitation impaired the effective use of any of 
these units? 

Mr. Rosrnson. Well, I would say it has developed a situation, I 
think, in some instances where you might say it has affected the 
morale of the people living in the units. 

Mr. Hupp.esron. You mean affected the morale because the Air 
Force acquired the units or—— 

Mr. Rosinson. Well, in a number of instances—no. We acquired 
the units and people were paying less by way of rent than what their 
quarters allowance was. There was considerable publicity in service 
papers to the effect that this was part of an overall program of the 
Air Force to improve the living conditions of its people, and that the 
Wherry projects were going to be repaired, rehabilitated, and im- 
proved. 

We placed these units in as public quarters. The people lost their 
quarters allowance. And nothing happens. So naturally they won- 
der why they should be paying more after we acquire them than what 
they did before. 

Mr. Hupp.eston. What you are saying is that the morale was ad- 
versely affected by the program of the Air Force in this rapid acquisi- 
tion without having the funds allocated at the time to rehabilitate the 
projects? 

Mr. Rosrnson. Well, the only answer I can give to that is that we 
expected the funds would be made available for that purpose. 
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Mr. Huppueston. That is all, Mr. Chairman. 

Mr. Arenps. Mr. Chairman. 

Mr. Kitpay. Mr. Arends. 

Mr. Arenps. I am trying to draw a parallel here. I think this is 
possibly what happened: You folks bought the house and then worried 
about getting the furniture afterward, figuring with the house you 
could get the furniture, and the other people possibly have worried 
about getting the furniture first and paying for it and then having a 
house to put it in. 

Colonel Ricuarpson. Well, in a good many cases the acquisition 
was mandatory, whereas the money to improve the units was pro- 
vided by the law, but it wasn’t mandatory. It didn’t say anywhere 
in the law that if we bought a mandatory project we would also have 
a mandatory right to the funds to repair and improve it. So we have 
lived up to our half of the bargain and we feel that the other half of 
the bargain is in some cases still pending. 

Mr. ARENDs. You are in a little better position probably with the 
acquisition. 

Mr. Rosinson. Well, as the colonel mentioned, in many instances 
we were moving along quite rapidly with our Capehart program and 
it became necessary 

Mr. ArENDs. I am not quarreling with you about it. 

Mr. Rosrnson. Right. 

Mr. Kizpay. I just. wondered if you could give us the proportion 
of these that were mandatory acquisitions. Of your total of thirty- 
some thousand, how many were mandatory and how many were 
permissive? 

Mr. Rosrnson. I think that is an appendix on Mr. Arrington’s 
statement. I don’t recall the figure offhand. 

While we are looking for that, I might mention also a factor in this 
thing that has not been brought out. 

There were several comments in the reports, I think, by this 
committee, the Armed Services Committee, and by the Banking and 
Currency Committee, each year, that were urging more expeditious 
action in acquiring these projects. 

Mr. Kiupay. That is correct. 

Mr. Rosrnson. We have acquired a total of 19,352 mandatory 
projects and 12,028 permissive projects—units, rather, I am sorry, 
units. 

Mr. Kitpay. These are all units. 

Mr. Rostnson. 19,352 mandatory units and 12,028 permissive 
units. 

Mr. Kitpay. Of course, throughout the Air Force, on bases and 
all, you have been on the upgrade. You started with a very low 
inventory as a new service. And in the military construction bills 
the larger portion has gone to the Air Force for installations. I take 
it that your Capeharts have gone up correspondingly, and therefore 
your mandatory acquisitions have also increased. 

Mr. Smart, did you want to ask a question? 

Mr. Smart. Well, the thought that came to my mind a moment 
ago when Mr. Arends was questioning as to the furniture figure that 
was previously given, which is about 3,000: I would like to pomt out 
that upon the acquisition of these Wherry units, I believe the first 
priority is to bring the house itself into livable condition, regardless of 
whether furniture money is available or is not available. 
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So the rehabilitation cost, which may go up to $3,000, would be the 
first requirement for funds and then furniture might or might not 
come along after that. 

(Mr. Arends nods.) 

Mr. Rosrnson. I think I should mention also that there might 
have been some delay in the getting ahead of the acquisition program 
for this reason: I think you may recall, Mr. Chairman, that there was 
a lapse of some period of time while the amount of the ceiling that we 
would be allowed for improvements was worked out to the satisfaction 
of the Department of Defense and the committee. I might mention 
what the repair, rehabilitation, and improvement program has done 
in one instance. I just recently talked to one of the base engineers 
of the 8th Air Force in regard to a rehabilitation project that is now 
going on at a base in northern Maine, Loring. The indications are 
that the people who are living in the improved and rehabilitated 
quarters are very, very happy with the new type of unit they have in 
this Wherry project up there. 

Mr. Kiupay. Mr. Huddleston. 

Mr. Hupp.ieston. Mr. Robinson, of the 9,500 units which have 
been rehabilitated, what number of those were mandatorily acquired 
and what number were permissively acquired? 

Mr. Rosinson. I don’t have that breakdown. 

Col. Gopparp. I think from memory I might give that to you. 
We can furnish it for the record. 

Mr. Hupp.eston. If you can give us a rough idea. 

Colonel Gopparp. Chanute is under rehabilitation and was manda- 
tory. Eglin was mandatory; it is under rehabilitation. Fairchild is 
mandatory; Lackland is not. Larson is under rehabilitation and is 
mandatory; Loring is not. It is up in the Far North and was badly 
in need of rehabilitation. 

Patrick and Robbins are under rehabilitation; they are both 
mandatory. Reese is about to be placed under rehabilitation. The 
contrrct has been awarded. It is not mandatory. And Nellis has 
scme partial emergency repair work being done and it was a manda- 
tory acquisition. 

We have four that are being placed on the market: Selfridge (manda- 
tory), Warren (permissive), Malmstrom (mandatory) 

Colonel Ricwarpson. Ellsworth, and this is mandatory. 

Colonel Gopparp (continuing). One other that slips my mind. 

Of those, about 50 percent are mandatory and the balance—I 
know in the case of Warren, for example, that that was not a manda- 
tory acquisition; Selfridge was; Malmstrom was; and Mountain Home 
is the other one, and it was. 

So three out of those four that are now being placed on the market 
for advertisement are mandatory. 

Mr. Hupp.ieston. It would be about four projects that were 
acquired on a permissive basis that funds were allocated and expended 
to rehabilitate. Then there is Lackland, Loring, and Reese? 

Colonel Gopparp. That is correct, sir. 

Mr. Huppteston. Those four projects were acquired by the Air 
Force on a permissive basis and funds were spent to rehabilitate those 
permissive projects? 

Colonel Gopparp. That is correct, sir. 

Mr. Kripay. Anything further? 
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Mr. Wampter. Mr. Chairman? 

Mr. Kirzpay. Mr. Wampler? 

Mr. Wampter. Do you ever acquire any of this particular type of 
housing, that comes to you in such a state that it is considered sub- 
standard, to where your rentals are below the average rental? 

Mr. Rosinson. Well, I don’t know whether we are in a position to 
consider them substandard. 

Mr. Wampter. In other words, should they be considered that? 
Would you immediately rehabilitate to the point or renovate to where 
you would make it a standard, livable piece of property? 

Mr. Rosrnson. As a general rule, we would pick out those that 
are worst off to try to place the emphasis on them, so far as rehabilita- 
tion and improvement are concerned. 

Mr. Wampter. The reason I mentioned that is due to the fact if 
the rentals were lower, it would mean a difference in the revolving 
fund, as to the amount of money that was going into the revolving 
fund. 

Mr. Roxsrnson. Certainly, that is right. 

Mr. Kinpay. But none of these are declared substandard, are they? 

Mr. Kevuener. No. 

Colonel Ricuarpson. It is not permitted by the law. 

Mr. Kitpay. That is what I am getting at. The law does not 
permit you to carry these as substandard. 

Colonel Gopparp. That is correct. 

Mr. Rosinson. Yes. 

Mr. Kitpay. And what you have told Mr. Wampler is that if they 
are in pretty bad shape, it might be those that were considered if you 
were permitted to do it—you would attempt to immediately rehabili- 
tate those, is that it? 

Mr. Rosrnson. That is right. 

I would like to mention one last thing, if I may, Mr. Chairman. It 
involves the project at Kelly. So there won’t—— 

Mr. Kitpay. At where? 

Mr. Roxsinson. At Kelly Air Force Base, so there won’t be any mis- 
understanding about it. 

I have not seen the project, but I understand it is a peculiar situa- 
tion where the Wherry project is tied in in some way, utilitywise or 
otherwise, with a 608 project. So they are more or less one unit. 

Now we may have some legal difficulties about buying that package. 
I don’t think they are separable. I mention that because we are 
authorized to buy Wherry projects and related property and I think— 
I would have some doubt as to whether you construe a 608 project 
as being related property. This is a problem we are confronted with 
from a legal standpoint. 

Mr. Kinpay. The question is whether 608 would be regarded as 
related. property. 

Mr. Rosrnson. That is right. That is the problem. 

Mr. Kinpay. Of course, that is Billy Mitchell Village, 608. 

Mr. Rosrnson. I think so, yes. 

Mr. Kinpay. And, off base, but adjoining the base. And the same 
people who built Billy Mitchell Village were sponsors of the Kelly 
project. You say that the utilities and all are tied in. 

Mr. Rosrnson. Well, the sponsor, I understand, says the utilities 
are all tied in for both projects. 
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Now whether this will present some difficulty about the separability 
of the two so far as acquisition is concerned, I don’t know. I just 
wanted to mention that, so there wouldn’t be any confusion or mis- 
understanding later on. 

Mr. Kiupay. Anything further? 

(No response. ) 

Mr. Kitpay. Thank you, gentlemen. 

We will have the representatives of the Navy. 

Give your names to the reporter, please? 

Mr. Greaa. Mr. Chairman, my name is William J. Gregg. I am 
from the Office of Assistant Secretary for Materiel. 

On my left is Commander Anderson from the Bureau of Yards and 
Docks. On my right is Commander Thomas, from the Office of 
Chief of Naval Operations. And Captain Levy, from the Com- 
mandant, Marine Corps. 

Of the 24,503 Navy Wherry units, we have acquired to date 16 
projects totaling 9,766 units. 

We have under acquisition and will acquire prior to June 30, 1959, 
4 additional projects totaling 2,773 units—for a grand total of 12,539 
units. Or roughly 50 percent of our total Navy Wherry units. 

If the Capehart program is extended and we receive authorization 
from the Congress, we hope to proceed with 6 Capehart projects, which 
will make mandatory the acquisition of an additional 2,995 units of 
Wherry projects, for a grand total of 62 percent of our total 24,503 
Navy Wherry units. 

Mr. Kiipay. Does that represent your plan through fiscal 1960? 

Mr. Greaa. Yes, sir. 

Mr. Kitpay. Now you have a list there, I believe, do you not, of 
the Navy projects that you are not presently planning to acquire? 

Mr. Greaea. Yes, sir. 

Mr. Kitpay. I wish you would go through them as Colonel 
McCarty did. 

Mr. Grae. I would like first, sir, to give you the Navy policy on 
acquisition of Wherry housing in general. 

Mr. Kiupay. Go ahead. 

Mr. Greac. When the Wherry, program was first initiated by the 
Congress, it was on a rental basis. Of course, the Navy tried to de- 
velop housing for our personnel as cheaply as possible on a rental basis. 

Consequently, the Navy, on the average, built or had built for it a 
housing unit, in a multifamily structure, approximately 100 square 
feet less than the other services, and approximately $1,000 less on 
total cost. 

The Navy has always been of the opinion that this housing should 
have been kept as rental housing, because, that was the original pur- 
pose of the legislation, plus the fact that when they become public 
quarters, the Navy has to pay the maintenance and operation out of 
our maintenance and operation fund. And this competes with repairs 
to the runways and other operational facilities, sir. 

As public quarters, the Wherry, we feel, will cost us approximately 
$50, in the neighborhood of $50 a month. 

Mr. Kriipay. That is for maintenance and operation? 

Mr. Greaa. Yes, sir. 

So on that basis, we, of course, have acquired as mandatory projects 
all the Wherry projects where we have built a Capehart project. We 
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have acquired a number of permissive projects or units, totaling 897 
units, where for the taxes or some other peculiar circumstances, it was 
deemed to be right and proper and to the best interest of the Govern- 
ment to acquire them, sir. 

Mr. Kitpay. Did you have anything further on your policy? 

Mr. Greae. No, sir. 

Mr. Kitpay. Then you can go to the list, please, Mr. Gregg. 

Mr. Greeca. Marine Depot, Barstow, Calif. The Marine Corps 
has informed us that they-do not propose a Capehart project at*this 
station. So we will not acquire it, sir. 

Mr. Kixpay. Solely because there is no Capehart. 

Mr. Greaa. We feel that there is sufficient housing—under the 
current criteria of the Department of Defense, we can’t build or sub- 
stantiate or justify a Capehart project. 

The Marine Corps does not have funds. The maintenance and 
operation, of course, would be an additional burden on the Marine 
Corps, to maintain and operate these Wherry projects, sir. 

Mr. Kiupay. Well, does that mean you are only going to acquire 
them where they are mandatory? 

Mr. Greaa. That has been the policy of the Navy Department, 
sir, unless there are unforeseen circumstances where we will acquire 
them on a permissive basis, sir. 

Mr. Kinpay. Because of the increases—— 

Mr. Greece. Increased costs. 

Mr. Kitpay. Taxes or costs? 

Mr. Greaa. Yes, sir. 

Mr. Kinpay. As reflected in the rents that the personnel pay? 

Mr. Greaa. That is one thing, sir. And even above and beyond 
the basic allowance for public quarters, the service still has to pay 
additional money. These quarters—when you figure you furnish 
them and the M. & O. facilities that you provide—are not self- 
supporting, sir. There is an additional demand out of M. & O. 

Mr. Kitpay. As there would be if they were appropriated fund 
houses in the beginning? 

Mr. Greae. Yes, sir. 

Mr. Kitpay. Go-ahead with your list. 

Mr. Greec. El] Centro: We have no Capehart program scheduled 
for that place, sir. 

At Camp Pendleton, we have not officially been notified of a Cape- 
hart project. 

The Same way with Moffett Field, Green Cove Springs, Glenview, 
and all the rest of them, sir. 

Mr. Kitpay. Then the Navy simply takes the position that it is 
not going to acquire unless it is mandatory or because of the other 
questions which might arise, making it necessary because of the im- 
pact on the tenants, is that correct? 

Mr. Greaa. Yes, sir, and impact also on our budget, sir. 

Mr. Kitpay. How about Green Cove Springs, Fla.? 

Mr. Greae. We have no Capehart scheduled there. 

Mr. Kitpay. What is the condition of Green Cove Springs, Fla.? 
Is it in default or not? 

Mr. Greaa. I don’t believe it is technically in default, sir. 

Mr. Kixtpay. What is the status with reference to occupancy and 
so on? 
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Mr. Greae. I believe it has approximately 80 percent occupancy. 

Mr. Kivpay. Go ahead. 

Mr. Greaa. Our latest records indicate, sir, it has approximately 
80 percent occupancy. 

Mr. Kinpay. And I believe it was based on—what, 98 percent? 

Mr. Greeae. I believe it had a vacancy factor of 3 percent, sir, when 
it was originally—— 

Mr. Kiupay. 97 percent? 

Mr. Greae. Projected. 

Mr. Kixpay. I believe the policy of the Navy is that you are just 
not going to acquire them except as we have stated. 

Mr. Greece. Well—— 

Mr. Kitpay. Mandatory or these other considerations? 

Mr. Greaa. Unless they are in the best interest of the Government, 
sir. 

Mr. Kiupay. As determined by you on the impact upon the tenant? 

Mr. Greae. Not only on the impact on the tenant, sir, but impact 
on funds available in the Navy, sir. 

Mr. Kintpay. Maintenance and operation? 

Mr. Greaa. Yes, sir. 

Mr. Kiupay. Primarily? 

Mr. Greaa. Yes, sir. 

Mr. Kitpay. Are you familiar with the statements contained in 
the reports of this committee and of the Committee on Banking and 
Currency, as to the policy with reference to proceeding to the acquisi- 
tion of the Wherry units, proceeding rapidly? 

Mr. Greae. Yes, sir. 

We find that we have budgetary problems, sir, on operating the 
ones we have acquired and providing furniture for them. 

Mr. Kiipay. Don’t you regard those statements contained in those 
reports as expressing the policy of Congress, that the military depart- 
ments shall proceed rapidly to get out of the Wherry program? 

Mr. Greaa. We have proceeded as rapidly as possible, sir, where 
they are mandatory, sir. 

Mr. Kixpay. I am not talking about the mandatory. I am talking 
about the permissible. 

Mr. Greaa. Unless there are certain findings, sir, that we can 
make as to our projected need for a project, sir, we can’t acquire it. 

Mr. Kiupay. Well, I will say the Navy is going to stand pat. 

Mr. Greae. We will acquire, sir, the projects that we have to 
acquire, and the ones where we have a need or a eontinuing need for a 
project, sir. 

Mr. Ke.uener. May I ask a question 

Mr. Kitpay. I guess we will just have to take action, that is all. 
It seems we can’t avoid it. 

Mr. Keviener. May I ask a question, Mr. Chairman? 

Mr. Kixpay. Mr. Kelleher. 

Mr. Ke.uiener. Generally speaking, is the rental being paid at 
these projects, that you don’t contemplate acquiring, less than the 
housing allowance of the occupant? 

Mr. Greaa. Yes, sir. 

Mr. Ke.uener. Substantially? 

Mr. Grece. In a lot of cases, yes, sir. 

Mr. Ke.iener. Does that have anything to do with your decision? 
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Mr. Greaa. It has in part, sir. 

Our main problem is that we have a crying need for maintenance 
and operation funds in several areas in the Navy. When we do 
acquire these Wherry projects they become public quarters. We have 
to get the money from Department of Defense to rehabilitate them 
and provide furniture from our own funds. And it presents quite a 
problem. 

Mr. Keviener. If you were relieved of the fiscal difficulties that 
you have in maintenance and operation, would you feel differently, 
then? 

Mr. Grecc. Where we could have a continuing need for a project 
we would feel differently, sir. 

Mr. Ke.titener. Do you not have a continuing need for any of 
these that you have run through? | 

Mr. Greac. That still is a requirement question, sir. We have 
not been advised by the Chief of Naval Operations, in most of these 
projects, and the Marine Corps on the Marine Corps projects, sir. 

As to the Marine Corps projects— 

Captain Levy. We have a need. 

Mr. Keviener. Pendleton will always be there. 

Captain Levy. Yes, sir; we have a need for Pendleton. And that 
is included in the 1961 program. 

Mr. Ketiener. Pendleton is included in the 1961 program? 

Captain Levy. Well, the Marine Corps is proposing to build Cape- 
hart at Camp Pendleton. 

Mr. Ke._ueuer. | see. 

Captain Levy. And also in conjunction with the proposal of con- 
struction of Capehart, we have to acquire the Wherry housing project. 

Mr. Kevvener. Right. That is a substantial number, too, isn’t 
it? 

Captain Levy. 1,562. 

Mr. Ke.ieser. 1,562 will come out in that way, Mr. Chairman. 

Mr. Wampter. Mr. Chairman. 

Mr. Kitpay. Mr. Wampler. 

Mr. Wampter. I would like to ask how many of these units or 
projects have been abandoned or disestablished or not particularly 
have been inactivated by the Navy, that they don’t anticipate using 
them? 

Mr. Greaa. Two of them, sir. One at Weeksville naval air facility. 

Mr. Wamp.ter. How many units? 

Mr. Greece. That was 42 units, sir, and Naval Air Station, 
Chincoteague, Va., 306 units, sir. 

Mr. Wampter. That would be over 400 units, that the Navy has 
just forgotten as far as using them is concerned or making any kind 
of adjustment? 

Mr. Greae. It is my understanding, sir, that at Elizabeth City the 
Air Force is occupying a portion of the project. At Chincoteague, 
of course, we closed the station. 

Mr. Ketueuer. Is that in default? 

Mr. Greaa. The project, | understand, is in default, sir. 

Mr. Kitpay. Anything further? 

Mr. Huppueston. What is the financial status of these other 
projects that the Navy has indicated they don’t have any intention of 
acquiring? Are they, most of them, occupied at a pretty good per- 
centage, or are all of them low and in trouble? 
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Mr. Greaa. No, sir. I would say that the only one in trouble is 
the one you just mentioned—Green Cove Springs, sir. 

Mr. Huppueston. The rest of them all have a high 90 percent 
occupancy? 

Mr. Greaa. Yes, sir. 

Mr. Huppugston. That is all. 

Mr. Kixtpay. That is all. Thank you, gentlemen. 

Phil, what else do you have? 

Mr. KeLiener (confers). 

Mr. Kitpay. Mr. Boyd, we had suspended with you the other day, 

Mr. Boyp. Thank you, Mr. Chairman. 

Mr. Kitpay. Would you go ahead with any statement you care to 
make at this time? 

Mr. Boyp. Mr. Chairman, in the beginning I will have to say that 
after hearing the testimony yesterday and today, I am reminded of 
a little incident that happened down home when I was assistant 
county attorney. 

I was trying a lunacy case in the county court, trying to send this 
man to the insane asylum. And in addition to my doctor, my only 
lay witness was my jailer. We called him the “old gent.’”’ He had 
testified for the State very strongly that the defendant was insane and 
should be put in the asylum. 

I rested my case and counsel for the defense took my witness. He 
put him through a very rigid cross-examination. This old jailer was 
really in hot water. He finally said, ‘Well, this is the only way | 
express it. Me or him, one, is crazy.” 

Now, with some of the things that have been said here, me or those 
things, one. There is some serious conflict. 

Now, I hope that we can present a few facts and that when we get 
through, this committee will know what the true picture is. That is 
our objective. We want you all to get all the facts that we think are 
important and that they think are important. 

We know that when you do that, you will give both sides the right 
answer. 

Now, I would like to inquire, Mr. Chairman, as to how we go about 
getting a copy of this record? Will it be printed or how can we get 
a copy of it? 

Mr. Kivpay. It will ultimately be printed. You can arrange with 
the reporter to secure a typewritten copy. 

Mr. Boyp. All right, sir. 

Mr. Kiupay. Off the record. 

(Discussion off the record.) 

Mr. Boyp. All we have to do is request the reporter. 

Mr. Kiupay. Yes, sir; he has permission to give it to you. 

Mr. Boyp. Now, I would like to put in the record at this stage a 
letter that I received on April 17, 1957. 

Mr. Rotanp Boyp, 
Boyd & Vogel, Attorneys at Law, 
McKinney, Tex. 

Dear Mr. Boyp: I wish to invite your attention to the attached letter which 
I have today sent to the Honorable Paul J. Kilday, appointing him as chairman 
of a special subcommittee to make an objective inquiry into the question as to 
what additional, if any, Wherry housing projects should be acquired by the three 
military services. No specific time has yet been set for hearings of the subcom- 
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mittee, but please be assured that you will be advised in timely fashiun of the 
date when the hearings»will start. 
Sincerely, 
Cart Vinson, Chairman. 

Over in the left-hand corner, ‘‘enclosure.”’ 

Now attached to that letter was the letter that you put in the record 
when we started, giving the personnel of the committee and the fact 
that— 

In accordance with Mr. Albert Rains, I would appreciate your inviting him 
and the members of his subcommittee to join with you in your deliberations on 
this important subject. It is my hope that you can initiate hearings in the near 
future and report your findings to the full committee at an early date. I have 
appointed Mr. Phillip W. Kelleher to work with you as counsel in connection with 
this matter. 

Sincerely, 
Mr. Cari Vinson. 

Now, Mr. Chairman, for the record to be complete, I would like to 
ask permission at this time to insert—I will have to get them out of 
my office in McKinney, but I would like for permission to send and 
insert in the record a letter that I wrote four committees the first day 
of this session. 

The Committee on Banking and Currency in both Houses and the 
Committee on Armed Services of both Houses. 

We know there was a conflict of jurisdiction in our problem. We 
have been caught in it for 2 years. We decided that we wanted to 
present our questions this year to all four committees. 

Now, Mr. Chairman, in regard to the legal question that has arisen, 
the brief that was referred to yesterday is in—was prepared last year 
and is in my files in McKinney. That is the brief from Mr. Orgel— 
Mr. Louis Orgel—O-r-g-e-l. He is author of the evaluation under 
the law of eminent domain. 

Now, I also at the same time prepared a brief on that same question. 
I would like for permission to mail that back to you as soon as I can 
get. back. 

Mr. Kitpay. Which question do you mean, Mr. Boyd? 

Mr. Boyp. I am talking about the legal question that was raised 
yesterday as to what authority a committee can go in legislation on 
writing rules for value determination in condemnation. 

Mr. Kitpay. We will be glad to have that opinion, Mr. Boyd. 

(This appears elsewhere in this hearing.) 

Mr. Boyp. Now at this stage, Mr. Chairman, the word ‘‘economy”’ 
is very important in every American’s mind. 

For 2 or 3 years now I have been bringing sets of facts and figures 
to Washington and mailing them in regard to Wherry. Those have 
been put in the record and sent to committees. 

Now I am just an attorney. I don’t know much about those 
figures in connection with fiscal matters. 

I have had the services of a man that I would like to discuss one 
particular point at this time. I would like to tell you just exactly who 
this man is. His name is C. B. Hagerman— H-a-g-e-r-m-a-n. He 
lives in Oak Cliff, Tex. He has a wife and four children. He went 
to Southern Methodist University and got an A.B. degree. There he 
was captain of the baseball team. He then went to the University 
of Michigan and got a master’s degree. Then married and went to 
the service. After many promotions he finally got to be a sergeant. 
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After he got out of the service he went with the Treasury Department. 
His job was to ferret out tax frauds, with the Treasury Department of 
the United States. 

He is a CPA. He is my GAO. He is the one that handles the 
figures on my side of this case. 

We had been saying that it was economical to purchase Wherry 
housing. Mr. Hagerman is the man that has been telling me that 
it was. 

I would like for him to make a statement to this committee and 
then I would like to reply to the other points that I think I should in 
rebuttal. 

May I call him? 

Mr. Kiupay. If Mr. Hagerman is here and ready to testify, yes. 
We will be glad to hear you, Mr. Hagerman. 

Mr. Hagerman. Thank you. 

Since this has some figures attached to it—— 

Mr. Kixpay. Just hand them to Mr. Kelleher. He can bring them 
to us. 

Mr. Hacerman. All right. 

Mr. Kitpay. Go ahead with your statement, Mr. Hagerman. 

Mr. Hagerman. All right, sir. 

First, I would like to make a few comments on what military owner- 
ship of Wherry housing should mean to the Government as reflected 
in comparable profit analysis under private ownership compared to 
military ownership. 

In summarizing the purpose of this hearing which is to urge this 
committee to give consideration to necessary steps which clearly 
should be written into law or enforced through military departmental 
executive order is the necessity to make mandatory the purchase of all 
Wherry family housing at all certified permanent bases. We see no 
other way to be fair to private capital who met the challenge and 
supplied some 82,000 housing units in 38 States when the military 
needed their funds for modern defense research, provisions and in- 
stallations. In brief we feel that Congress, the Department of 
Defense and Wherry, too, all agree that this is all very true, but why, 
how, when? 

First, no private industry should be forced into unfair economic 
competition with our military services. Further, the department of 
the military has a moral and implied responsibility not to compete in 
their issuance of the certificate of need which beckoned private in- 
dustry to come to the aid of the military services when the militaries 
needed housing the most. 

Secondly, I would like to refer you to exhibit No. 1 attached hereto. 
This exhibit gives an accurate picture of projected newly constructed 
family housing operation economic results and the high economic 
return of Wherry housing under military ownership compared to the 
present private ownership operation of rent controlled Wherry hous- 
ing. I believe a careful study of this comparative schedule will en- 
able you to concur in the following conclusions: 

First, it should be noted that it would take 16 years to amortize 
the complete cost of Wherry housing from today under military 
ownership, and, at the same time, the Government would realize an 
annual net income on its investment of 8 percent on a 2 percent 
vacancy factor after applying the first 6 years’ earnings to retirement 
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of the cost of acquisition of the present private owners’ equity under 
the FHA formula price consideration. 

Formula price equity of the present Wherry owners could be 
amortized in the first 5 years’ Wherry earnings, excluding increment 
in investment, through retirement of mortgage principal. 

After allowing 6 years for net dollar margin earnings to retire the 
financing cost of present Wherry owners’ equity, it would take only a 
few months less than the next 10 years to retire the remaining mortgage 
indebtedness through allocation of $35,000 a month payment to mort- 
gage principal, interest and insurance. 

he $35,000 allocation per month—$420,000 per year—would be 
just under 92 percent of the projected net operating profit to military 
ownership—$458,035. ; 

Second, no homeowner in America could purchase a $9,800 home 
based on actual 1951 replacement cost at the same price today. _An 
additional valuation to the residence can be appreciated when it is 
remembered that the $9,800 does not include any lot costs inasmuch 
as almost all of the Wherry homes are located on military sites. 

Third, no rental investment is available in America today that 
presents the Opportunity of acquiring a going concern on a 1951 cost 
basis that will completely amortize the investment cost at a com- 
parable low rate of interest in the next 16 years. 

Fourth, can you imagine the annual savings that the military could 
make in ownership of all Wherry? Multiply 82,000 units times that 
$404 unit profit (and in higher ad valorem taxed areas, higher profits) 
and see $33,128,000 per year go into scientific research or some other 
phase of military preparedness. Further extend this annual savings 
over the next 50 years of these 50- to 75-year leases that private 
industry holds on these military sites where their properties are 
owned— 








ds a baa eeniin ees chee ns a oo necereh ha at he $530, 048, 000 

The next 34 years ($512 amortization, $404 profit; annual net 
soturn por unit, 0916). oosceek cece es selene esha 2, 553, 808, 000 
Or @ (008 in £8 EE DU FORTS. 6. 8 nn we Ha wn enna 3, 083, 856, 000 


I gave you the first copy or so and mine is a little dim reading, But 
I hope those last figures were accurate. 

I might point out on this owner’s comparative statement there that 
we have used officer families—a captain average there—at $102.60, as 
his quarters allowance. 

I have checked with our rental project managers and it seems a 
captain’s rate is more nearly accurate for officer personnel than lieu- 
tenants or higher grade. 

The enlisted personnel families, that is a sergeant and his wife and 
one child receive $96.90 a month quarters allowance. 

In running down exhibit 1 the majority of the income increase to 
military is because of the saving on ad valorem taxes, payroll taxes 
and insurance, fire protection, police protection, insurance, legal and 
audit where they have every available, and State franchise taxes. 
And incidentally, those can be pretty high; $2.25 per thousand dollars 
of mortgage indebtedness in the State of Texas. 

In addition to this statement, I have furnished you with another 
statement in the event—those are right there, Mr. Kelleher. 

(Mr. Kelleher hands to committee.) 

















1929 


Mr. Hacerman. This current statement here is Artillery Village, 
at Fort Sill, Okla. That is a regular monthly operating statement. 
And the cash throwoff or net profit, after amortization and all, extend- 
ing that $14.45 per unit per month there, would run $173 annually, 
whereas in my projected example I used $159. In other words, maybe 
this month was a ittle better than usual. 

Mr. Kitpay. Without objection, your exhibit 1 will be included in 
the record as submitted. 


(The exhibit 1 referred to is as follows:) 


Exureir No. 1 


Owners’ comparative income, expense, and investment earnings for a 600-untt Wherry 
housing project for the fiscal year ended Oct. 31, 1958 
































Projected Owners’ 
military actual 
ownership operating 
experience experience : 
‘, 
Income: 
Officer families (captain average) 300 at $102.60. __. : ones itu $369, 360 (4) 
Enlisted personnel families, average 200 at $96,90..............-.--..2.-.- 232, 560 (1) 
Gross reeGel eoamne, B00 paweeet... . «oo cece sncssnni ee eles es 601, 920 $494, 424 
Les VACRRICIGR, F.18 PETOOEs.. occ cancesenvccenecncesensees yeséenpsasteds 12, 761 10, 496 
Net rental income, 97.88 percent- --. -- ‘. toi ey Grswe wena 589, 159 483, 928 
Operating expense: 
Reserve for replacements - - a hee ; : : 27, 115 27,115 
pe a eer eee & Sabawnce A Lp asebtabhchiegdabbataded : 20, 096 
Management and operating payroll---.- re iin idea 37, 500 37, 500 
Payroll taxes and insurance - -- ----- . ‘ ee Uebel inkaweagied 3, 750 
Maintenance and repairs-_-_............----..---- Vins seb wee Cecbwtehh eae 13, 090 13, 090 
Utilities: 
SY x Sckateds cote. boo cess ; ; aes pita 21, 000 1, 515 
. { 74 e eee ee! ee paneaqeuns oeeciheens 11, 300 11, 300 
Ai ES se eae ; : > 18, 000 662 
ee Se reer ee! eae at mae Seb tUREb .ciees oustes 5, 030 
Sewage disposal... --- mee aiirnaieae 2, 750 2, 750 
Telephone: .__.._. ’ ‘ : ibe +otth 200 449 
Fire and police protection ee ae ae A 525 
DELS Kacennwacstee ; SUSS SRE. SER t REL De. 18, 569 
Legal and audit__.____-- sascsbs =~ Se Te a 1, 131 
Office expense. -- = 169 169 
Grounds rental ----- : ov ceawnnt ence newesnwes 100 
State franchise tax__- BE Ee aes OS ERE BE ea 4, 802 
Total operating expense - res ave Vf eae 131, 124 148, 553 
Net operating profit ............- Stet An sees 458, 035 335, 375 
FHA replacement cost value. -_.-_. -- : P Se of 4, 896, 328 4, 896, 328 
Net operating profit. ............. alld tedpeee wobis ee ee 458, 035 335, 375 
Less amortization of mortgagé—principal, interest, mortgage insurance_. -._- 256, 000 256, 000 
Net dollar margin. -.-.--.----- Se Serer Pe eee eae ny 202, 035 79, 375 
Dollar margin per unit per year... - died Civededeetankhagest<abooraioeks 404 159 











1 Approved rental schedule. 


Mr. Kixipay. And without objection, the statement of operations 
that you have just spoken of, will be included in the record. 
Mr. Hagerman. Fine. 
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(The statement of operations is as follows:) 
Statement of operations—Artillery Village, 30 days ended Apr. 25, 1959 
10 percent 
HA Per unit Total units 
estimate 
Income: 
Rental income. “ie Dipstwdieheestacdcubedtsdeughs nests ub etioesnonediets $40, 753. 20 
Washing machine rec eipts Be cas ~ niece ee beeadnchbbahld Bind ob sdb Ubeltes obese 52. 50 
nn 21. anode ae nee nab w eighhnsinkhkwantene bonita sieagnansawt 394. 00 
TE. dub $20 te tadc tens bar ony coun abebesouslosantcndwendadhinsaseendstncblacwendiiideesr 
es So RE I at SL li a” $82. 40 $82. 40 41, 199. 70 
Operating expense: 
State franchise tax allocation... ---...-...---.........-...- We . 90 450. 00 
NES Ee eee - 82 - 50 250. 00 
EE aacandhesnkeatewones<setbadeseacroneds . 35 .12 60. 35 
SE te SRE a dew oni lasanu der beewnce sacs 12 -13 66. 07 
a SS Ey ne iegeeehieited vemetes 1,82 1, 56 781. 63 
Trash removal....-....------------ et, ESTP A ERE 1.00 85 425. 00 
REE da oa oeees snsab veces snes bvenseccenes } - 06 11 55. 88 
Fire and porce provection........................-...- “3 2 ie ey ae 
Administrative: 
Office. ’ Siete tame ‘ 15 .07 11.17 
Printing and advertising _. . wneceweedaie<ss bd behets main Media cide é 
etch betes cde niineneseececpantébingehed en oo ees Senta ae 
Teme...... ercwobnesan — ~ = ESE NS 
Miscellaneous dues and subscriptions. ee eee ae ee 01 25. 00 
Maintenance: 
Supplies. ------- 553. 99 
Equipment-.-_-.-- 30. 60 
SE eenee 5 cSh an cccednahsoscoiccnntseccscerseses 210. 02 
I 2s 2h. eek beigunapenacnekiganmiaey 2. 40 2. 27 159. 75 
OS Ee 37. 66 
Electric... i itnvebusideccebecvankeswe baie 18.7 
ay 123. 49 
Payroll taxes and insurance, 3 er sewed . 06 . 60 300. 
Payroll, number of weeks (4)_....------------------------ 4.00 7.03 3, 516. 76 
Travel and promotion... -- Idee w LAR he eenpssepENEEN a saNetaibeulaseensnkiens la bedi ikedo cess 
NN. 5.5 i inidineconetnerreborsheenueted 10. 84 14.15 7, 076. 14 
Net profit before amortization of indebtedness and ye 
officers’ salaries. _---- SE PASS Ey 71. 56 68. 25 34, 123. 56 
No ceevecentleonercieueeine 53. 80 26, 902. 46 
Net profit (or loss) before officers’ salaries and Dallas 
overhead _. stdesibcedvaecnruanes 14, 45 7, 221. 10 
General information: 
100 percent rental income. --~---------------. Sauueecu $40, 204. 00 
Management service contributions____-_.--.--------.-------. 5, 355. 96 
NNR orig os cris wees ee when we ass apine gen ae 11, 600, 00 
Principal payment on indebtedness -----_-------------------- 6, 853. 00 
Reserve for replacements (current) __-------------- eee er sees 2, 259. 59 
ed ani eeag obese abaconeeeacenan ee 3, 194. 49 
Amortization: 
ee ETT TT TI ETL 2, 259. 59 
EG cnake an asa Gedewn ess ieee renscecesone «UG Ld 6, 853. 00 
Solero ee erin s Shank ees eens wn wt Kite en aie 12, 855. 33 
TR ed. . aaldn es sl dinedep weed war ten d= -sn p< 1, 352. 00 
I I i oh ne wil wa ahs oe 1, 689. 54 
a eda ey a ems ee ae 1, 893. 00 
DE ce CaMaes onckau chk Chak anesn Sawecilensscl cents on 26, 902. 46 
Mr. Hagerman. I would like to refer you to attachment A in Mr. 
Arrington’s statement yesterday. That follows page 21. 
At the top of the page there, opposite income, they have taken an 
estimated average income from quarters allowance, to be $92.50. 
When I saw that figure, I doublechecked locally with what the quar- 
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ters allowance is, and I found that it is the same up here as it was 
when I checked in Dallas, Tex., with two branches of the service. 

Mr. Kiipay. It was 100 and what? 

Mr. HacermMan. For a captain it was $102.60. 

Mr. Kinpay. $102.60. 

Mr. Hagerman. For an enlisted man, it is $96.90. 

They point out that the military was experiencing a $6.87 deficit 
per month per unit. I would like to discuss their maintenance and 
operation cost as they have it broken down there. 

Utility service, $18.11 per month. I grant you in some extreme 
northern locations, because of mainly the high cost of heat or some- 
thing, it might run that maybe the year around. But down in Texas, 
and I think you would find in most of the South, and especially in 
California and in the West—and incidentally, we do have very high 
electricity cost in the State of Texas because we don’t have the water 
power—our utilities will average probably $9 to $10 a month. 

Furniture: Most of our tenants all own their own furniture and 
certainly a family where they have children—I am wondering what 
they are going to do with their furniture. I really wonder if it is 
necessary to rent the quarters furnished. 

Now, maintenance and replacement, $24.17 per month. In the 
particular example under exhibit 1, we could double our payroll 
cost, that $37,500 annually—we could double that cost and we could 
add another 95 percent to our maintenance and supply expense items, 
and we still would come out with something like $18 per month. 

It is just inconceivable that the militaries would have to spend so 
terribly much money in maintenance and replacement. I don’t think 
any of the sponsors have experienced that. 

‘or example, we took a maintenance contract at Bergstrom Air 
Force Base, and it ran about $13 a unit per month. And that in- 
cluded all—they did furnish the supplies. Well, the supplies don’t 
run too awfully much, and some of the items there. Why, $13 a 
month. Why, we were making a very nice profit. We were paying 
all of our equipment expense, furnishing very good equipment to the 
project. We were completely happy and satisfied with that. 

I think they decided to undertake complete military management 
of these projects because they felt that money could be saved. 

Now, as far as payroll costs go, | would think that the militaries 
might even consider contracting out maintenance, if they feel they 
can’t manage the project at a satisfactory payroll cost. Certainly, 
they would effect substantial savings in the military purchase for 
their housing, utilities, and maintenance supplies. Without question, 
their bulk purchase and large mass purchases of these items do 
result in a cheaper cost. 

On page 2 of this attachment A, I notice there that the Navy— 
they don’t do too good with their maintenance and operating expense. 
ae seem to average about 50 percent more than the Army and Air 

orce. 

I just wonder how—I would really like to see a breakdown of the 
figures from which they compiled their statistics. 

Mr. Kiupay. That is, on utilities, furniture, and maintenance? 

Mr. Hagerman. Yes, sir. However, with Mr. Arrington, I can 
concur in his answer to Mr. Wampler’s question yesterday relative to 
whether the added cost of adding rooms and other improvements to 
Wherry are worth the money in light of Senator Byrd’s assertion. 
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First, | would like to interpose here to say that Wherry is in No. 1 
conaition when they acquire Wherry. The so-called repairs we have 
been talking about, I think, on increase in size of facilities by addition 
of rooms or maybe patios, or something of that nature, just what all 
is entailed in that I am not certain. But when you are saving 25 to 
30 percent on current-day replacement cost with the additional 
savings of cheaper-than-current-day financing and without a mortgage 
discount premium for such financing, it seems that these improve- 
ments are a pretty cheap investment. 

Why mandatory acquisitions of Wherry? I would like to sum up: 


1. Private enterprise, which was asked by the Government to | 


provide family housing under the Wherry Housing Act with its own 
private capital, skills, and know-how, did a recognizably good job, 
and it is unjust and unfair to ask private enterprise to compete with 
higher priced, subsidized-operating-cost Capehart housing projects. 

2. Wherry housing is recognized good housing which was built in 
accordance with approved plans and specifications by the Depart- 
ment of Defense in 1950-54. This housing is still recognizably good 
and as current in its spaciousness and livability as FHA housing 
presently being sold for 50 percent more than original replacement 
value of Wherry housing. Good, as to quality, of Wherry housing 
can readily be borne out by FHA inspections and the low cost of 
maintenance requirements to bring the Wherry project into new 
condition. 

3. The economic return of Wherry housing under Government 
ownership would enable the Government to realize a current fair 
market return on their investment and at the same time liquidate 
completely the cost of purchase equity from private enterprise and the 
mortgage indebtedness within the next 16 years. 

Now, I might interpose to say that if we doubled our payroll cost 
example and increased another 95 percent our maintenance and supply 
items, it would take 8 years at 4 or 4% percent to amortize the purchase 
equity on FHA mortgage at formula price. It would take an addi- 
tional 2 years over the original estimate to pay off the balance of the 
mortgage. 

So instead of my first statement of 16 years, under private enter- 
prise actual management would take 20 years. 

4. It is wholly unjustified that Wherry housing, which responded 
to the requests and certification of need for housing at a 6.5 percent 
investment return, is now asked to sell their Wherry equity to the 
Government based on a much higher investment return requirement 
to the military purchaser. 

In mentioning that certificate of need, I might just interpose and 
add that FHA did not insure any of these projects without having the 
original certification of need from the military housing in their file 
before their endorsement of the mortgage. 

The higher investment return requirement is unfair from three 
approaches: 

(a) The Government only allowed the builders 6.5 percent return 
or less where the builder sacrificed some rental income to obtain. this 
high class, Government-guaranteed rental investment. 

(6) The militaries have been most uncooperative in granting rental 
increases, even when FHA has specifically recognized and authorized 
these rental increases due to increased operating expense costs. It is 
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unthinkable under this practice that the militaries would insist on 
trying to purchase these properties on a net income valuation while 
at the same time they are tugging the ropes of strangulation upon 
Wherry housing. This strangulation applies not only to refusing to 
recognize increased costs, but by many incidents of promotional 
vacancy in Wherry housing by local commanding officer tactics. 

(c) In private enterprise, properties are purchased only on the 
basis of what the property is worth to the purchaser. Under the 
practiced procedures in acquisition of Wherry housing, the militaries 
and the Departasent of Justice are insisting that Wherry housing 
has nominal value because of their determined capitalization of 
rental income at excessive rates where they have controlled the local 
rental situation to deprive the Wherry owners of much of their 
justified return on their investment through various rental control 
avenues, whereas the purchaser (militaries) are enabled under Public 
Law 1020 to make the best investment in family housing accommoda- 
tions that they have ever made. Who else in America today has 
the opportunity to purchase residential housing in 1959 on a 1951-54 
replacement cost value with the added: benefit of lower cost mortgage 
financing and without a mortgage discount premium. 

Just think, these Wherry Housing projects can be purchased today 
and within the next 16 or 20 years they will be completely paid for, 
plus enabling the Government to realize a benefit of $530,048,000 
during these next 16 years. This return is based on 100 percent 
Government ownership of Wherry housing. 

Mr. Chairman, I will be happy to answer any questions about it. 

Mr. Kiupay. Are there any questions? 

(No response.) 

Mr. Kitpay. Members of the committee. 

(No response.) 

Mr. Kixipay. Mr. Kelleher? 

Mr. Kevuener. | have none, sir. 

Mr. Kiipay. We will stand adjourned until 2 o’clock. Please 
notify Mr. Arends and Mrs. St. George. 

Mr. Keviener. | will, sir. 

(Whereupon, at 12:13 p.m., the subcommittee recessed to 2 p.m. 
of the same day.) 

AFTERNOON SESSION 


Mr. Kinpay. The committee will be in order. 

Mr. Boyd, we will be glad to have your further statement. 

Mr. Boyp. Thank you, Mr. Chairman. 

Mr. Chairman, I would like to show the committee some color 
slides of Wherry houses. I am an amateur photographer. I usually 
carry an Argus C-3 in my briefcase. These just happen to be pictures 
of Wherry houses that [ have happened to have seen or been to for 
one reason or another. 

All on earth I can say about them: Well, I just took them myself, 
and I know they are Wherry houses that I have seen. 

I would like to put in the record—I would like to show these to the 
committee. Then I would like to tell the committee that if there is 
any question about any one of them, why, then I will do my best to 
get any information that the committee wants about any of these 
houses that I show the committee a picture of. 
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Mr. Kiupay. Go right ahead. 
(Exhibiting slides.) 

Mr. Boyp. I wonder if we might have the room darkened. 

Mr. Kevueuer. Right. 

Mr. Kinpay. That is very good from here. 

Mr. Boyp. That is the sign just outside of Fort Lee, Va., the 
Wherry project. Those are pictures made by me of Wherry houses at 
Fort Lee, Va., one day several months ago when I was down there as 
a guest of the owner 

That is another pic ture of one of the buildings down there. 

That is another view at Fort Lee, Va, 

That is just a view of some of the trees and some of the houses in 
the background there. 

I didn’t get the camera set just right. 

Now this is the capital of Alabama, down at Montgomery. I was 
down there some time ago. This picture was made at that time. 

Now this is Maxwell Air Force Base, Ala. That is a picture of the 
sign as you go into the installation. And this is a picture of the Wherry 
sign just outside or off the base. 

Now, that is a picture of one of the duplexes. 

Now, the owner of this project tells me that at the time it was 
planned that the Air Force wanted to stress low rent, and that it was 
planned under the limitation in the Wherry law—that that was the 
preponderant thought. 

Now, these tenants pay $52 a month for a two-bedroom duplex, and 
I believe $63 for a three-bedroom duplex. 

I talked to a few of the tenants, and they are extremely happy with 
the accommodations they have, the ones I talked to and the ones I 
heard express themselves. 

They take the attitude that the rent is much less than they would 
have to pay if they were not in the service. 

That is another view at this project, at Maxwell. 

That is another view. 

They have off-street parking there. 

They have these duplexes. I believe every unit there is a duplex. 

There is another unit at Maxwell. 

That is more or less just a general street view of Maxwell. 

There is another one at Maxwell. 

Now, this is the overpass between the project and into the base. 

The owner of the project tells me that that has just recently been 
completed, an expenditure of many thousands of dollars, in order to 
make the base and the Wherry project a little more accessible. 

Now, this is on down at Whiting Field, Fla., just out from Pensacola, 
a little piece, and just out from Mitchell, I believe, or Milton, Fla., 
which is the name of the little town. 

That is the sign a mile away from the station, pointing to the sta- 
tion, in a beautiful natural setting, the entire installation. It is just 
like the area around Fort Lee Station. 

The station is very lush and the trees are very beautiful. It looks 
like everything they plant just grows perfectly. 

Now, that is some of the units there. I believe they are concrete 
block and brick construction. 

I am sure you understand, Mr. Chairman, that I am prejudiced, 
but it was very attractive looking to me. 
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There is another scene of the project there. 

Another scene. 

Another scene. 

There is a street scene in the project. 

There is another street scene, with parking area, for many of the 
units up and down the street. 

Now, this is a sign at Lawton, Okla., just outside of Artillery Village, 
at Fort Sill. 

Now, the next two pictures I made with the same camera. They 
are not Wherry houses. I don’t know—they are of the same installa- 
tion, but they are not Wherry houses. I understand that members of 
the armed services are living in these others. They look like good 
houses, but they are not Wherry houses. 

(Two slides shown.) 

Now, the next view will be of the Wherry houses there. 

I am sorry. 

Now, in a Wherry project, maintenance is of extreme importance. 

Now, this is a room in the project where ranges are stored, so if 
anything happens to one in a unit, well, the crew can take this range 
and go put it in the unit without the wife being inconvenienced, while 
it is being repaired. 

Now, that is the same room for the refrigerators. When they get a 
refrigerator call, they put the refrigerator in the trailer and carry it 
with them into the unit, so if it needs repair, all they do is just leave 
this good refrigerator and pick up the old one. It doesn’t inconveni- 
ence the Army wife. 

There is where the payoff comes. That is why these owners are in 
the business, because that is the desk where the soldier hands his 
money over to the Wherry project for his rent. 

There is the soldier, and there is the girl that collects the rent. 

This is a maintenance crew at lunch time, sitting around on the 
floor, eating their lunch. They are in the warehouse where the sup- 
plies are stored and where the extra hot water heaters are and every- 
thing that you need for that city. And it is a small city. It is the 
only way you can figure. 

There is another one of some more of the maintenance crew. I 
didn’t get the camera adjusted properly there. 

Now, here is a little tool room in the maintenance warehouse, where 
the boy that takes care of this—he can tell you some of the most 
interesting stories you ever heard of, about Army and Army family 
life. He says that the first thing that attracted my attention—he 
had a commode that had been cut in half so you can see how the pipes 
went on the inside of it. I said, ‘Why do you have that there?’’ 

He says, ‘These Army kids are going to get their daddy’s golf ball 
and bounce it,’’ and he says, “Sooner or later it is going to hit the 
commode.” He says, “It is just going to do it, that is all there is to 
it.”’ He says, “Our maintenance boys have to figure out how to get 
that golf ball out of the commode. It was a major problem with us 
until we sawed this one in two and put it on display, and they can 
come back to see where they have to turn the commode to see the 
golf ball following the right way.” 

He can tell you just story after story of how he has met the problem, 
and figured it out. 

This is more or less his toolroom where the different things happen. 
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Now, here is the truck, the paint truck. As soon as a family moves 
out, this truck goes, and the people go there and they recondition 
that unit before the next family comes in. 

Now, this place right here, that is just outside the warehouse, and 
that is where they take the range when the unit is vacated, and that 
is alye pot. We call them pots down at home. It is kind of a wash 
pot deal, where they put the parts of the range in, boil them in lye, in 
order to clean them and sterilize them and then paint the parts and 
then put the range back together and carry it back and put it back in 
the unit. That is so the next Army wife has a clean range that they 
know absolutely is clean. 

This is a little Latin American boy in the maintenance shop of the 
Wherry project at Fort Sam Houston, in San Antonio, Tex. 

He is repairing Venetian blinds that have been brought in out of 
the unit. 

Now, these are some children just outside the project, or just at the 
back of the project. And that is the headquarters, Fort Sill, in the 
background. 

I went around the playground equipment to see whether it was 
being used or not. In some places the ground has been worn down 
for a foot and a half, around swings and things like that. 

When I was there, why, the children were out using the playground 
equipment. 

Now, that is one of the units there. They are built out of brick, on 
a concrete slab. 

Each of these are different units or different buildings. 

One of these Wherry folks whispered and said, ‘‘Be sure and explain 
about those trash cans.” 

This just happened to be garbage collection day, is the reason they 
are in front of the house. 

The truck hadn’t gotten there when I took the picture. 

Now, there is the parking area, the garage or carport. And there 
are one of those for each unit. 

Now, this is a paved area here. Now, in the back of each one of 
those spaces for an automobile is a big storage space that has double 
doors and a lock. 

Now, up here, that is the same number as the housing unit. So if 
they need any storage space other than what they have at the unit, 
why, each one of them has a garage, that has this auxiliary storage 
space. 

There are some more of the units. 

Some more of the units. 

Some more of the units. 

Several along a curved street there. 

Now, this is Camp Pendleton, Calif. 

Now, this is out kind of in the desert country. 

Now, I went to the Presidio, but I was there late in the afternoon, 
and I couldn’t get pictures of the outside of the units. But I can say 
this, that anybody that sees the project at the Presidio and is not im- 
pressed with what a fine housing project it is, I just couldn’t under- 
stand them. We just don’t speak the same language. 

Now, this marine base—this is Wire Mountain Homes. That is 
the name of the Wherry project. 

Mr. Kitpay. Where is that? 
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Mr. Boyp. This is at Camp Pendleton, Calif. 

Mr. Kiupay. Yes. 

Mr. Boyp. Now, the red and white trailer there, that is a barber 
shop that comes to the Wherry project at a certain time each week, 
in order to cut the Marine children’s hair. 

Now, that is a maintenance and paint truck, with the maintenance 
crew. 

Now, that is one of the projects. I mean that is one of the units. 

Another unit. 

Another unit. 

Now, there are some of the two-story, multifamily units. 

There are some more of them. 

I guess that is a single-family there, since there is just one front 
door and a garage for one automobile. 

That is a street scene, with a little boy in his firetruck. 

I will tell you, if you have never ridden through a Wherry project 
there is one thing that will impress you the first trip you ever make: 
You drive down the street, and you say to yourself, ‘“Well, I never 
saw so many kids and so many dogs in such a short distance in my 
life.” 

Now, if you want to see many children and many children’s pets, 
you just drive down the street of a Wherry project. 

Another unit. 

That shows, in this mountainous area there—that is another street 
behind this unit here. All Wherry houses. 

That is a street scene. It is another picture that was made the 
day the truck is supposed to pick up the trash, and it is out in the 
front yard. 

There are some more of the units. 

Now, this is Magnolia Springs, Fla. It is at—I mean the project 
is Magnolia Springs. It is at Green Cove, Fla., about 19 miles from 
Jacksonville. That is the sign as you go into the project. 

I understand it is a project designed by the Navy. 

Now, this gentleman here is Mr. Carl Stark, one of the owners. 
And that is his manager. I took the picture of that sign, so as to 
identify it. 

Now, these are some of the two-story buildings there. 

Now, I want to call your attention to the beautiful trees and the 
Spanish moss in these pictures. The vegetation is just as lush as 
can be. It is a beautiful setting. 

Another unit. 

Another view. 

Now, in the background there you can see the St. Johns River. At 
that point the St. Johns River is 2 miles wide. 

I think that these units look like they are well built and well 
maintained. 

Now, I believe that that is a manager’s house that is just past the 
line where the mortgage stops. I am not sure, but I think that 
is correct. 

There is one of the units. 

This is an off-street parking area. Beautiful trees, and the St. 
Johns River in the background. 

There is another building. You can see the river in the background. 

There is a street scene. 

Another. 
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Another. 

Now, in regard—can I have the lights, please, Phil? 

Mr. Kevueuer. Yes. 

Mr. Burke. Mr. Chairman, Mr. Stark there, the man who owns 
that project, is here in the room. 

If the committee would have any questions they would like to ask 
him, he is here. _ ' ; 

Now, as I get it from my brief trip down there, the St. Johns River 
is 2 miles wide there. And just a short distance down the river is 
between $15 and $20 billion worth of ships. I get it that each one 
of those ships can sail within 12 hours’ notice; that it takes 1,800 
people to keep those ships in that state of readiness. 

This project has never had sufficient occupancy to make a successful] 
operation. 

It looked to me like it was built right. It looked to me like it was 
maintained right. It was a beautiful natural setting. 

The cases in the Court of Claims—lI think the—I wouldn’t venture 
to say how much money the owners have put into that project. I can 
get the figure, if the committee wants it. 

I believe—now, this is just within a few miles of this naval base. 
The owner thinks that if the commanding officer told his personne! 
that he would prefer that they live within 5 miles of that base, that 
that would solve his occupancy problem. I don’t know, but I think 
that is the owner’s attitude about it. 

I don’t think he has ever been able to prevail upon the people in 
authority there to tell their personnel that they prefer they live within 
5 miles of their work. 

Now, so much for the pictures. 

In the beginning I want to compliment Mr. John Arrington for his 
comprehensive statement. He has done a tremendous amount of 
work to bring and to get into that one document the information, in 
the shape that he has. 

I have learned in the last 3 years how much work Government pro- 
fessional people and employees have to do. I know that he and the 
people that prepared that did a tremendous amount of work. And I 
think it is done very accurately. I think it is done in a wonderful 
manner. But I—and on volume, I agree with 95 percent, on volume, 
of that statement. 

But now there is about 5 percent that I have to take issue with. 
I think Iam right. He thinks he isright. Iam not any more honest 
than he is. We are both honest about it. But we don’t agree. 

Now, for a few minutes I would like to take the points in that state- 
ment that I can’t agree with, and I would like to tell you just the way 
the questions look tome. Because I believe in the democratic process. 
I have faith in human beings. I know that this committee wants to get 
the right answer. And I will do my dead level best to help you get the 
right answer. It doesn’t make any difference who it helps or who it 
hurts. 

If I have any files that this committee wants, all you have to do is 
just let me know, and I will get them to you. 

Now, let’s see about that 5 percent of the statement. 

Now, if your procedure permits, why, I wouldn’t object to Mr. 
Arrington or anyone asking me questions. I will leave that entirely 
up to the chairman. 
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Mr. Kitpay. The committee and counsel will interrogate you. 

Mr. Boyp. All right, sir. 

Now, the first point in his statement that I want to take issue with 
is the emphasis that he puts on the certificate of need in the beginning, 
as to how carefully that instrument is worded; that it doesn’t guar- 
antee the owner occupancy, and so forth. 

It is a carefully worded instrument, but we would like for the 
committee to consider this kind of a situation. These are facts that 
we think are important. 

This is the Military Establishment. We in private enterprise 
don’t know and don’t have a right to know about the inside of their 
establishment. 

We had to depend on their certificate. Allright. It was sufficient 
for FHA to issue a mortgage for 32 years and 7 months payout. 
They gave us a lease on their land for 75 years. FHA gave us a 
project analysis that is based on paying off the mortgage on 97-percent 
occupancy. That occupancy comes net an establishment that we 
don’t know but very little about. 

Now, let’s look—to carry that thought of theirs on business risk, 
“And we didn’t guarantee you anything further,” let’s look at that. 

That gets us to the point that we were expected to provide a house, 
to build it, and that our organization was expected to spend, say, from 
$50,000 to $100,000 in planning this city; that we were expected to 
make that expenditure, and then to buy the material and provide 
interim financing—us and our wives go to a local bank and guarantee 
that banker to get interim financing. 

Many of them had to put up every penny on earth, everything 
they had on earth, to get that interim financing, then build this proj- 
ect, build the streets, the curbs, the sidewalks, buy the ranges and 
buy the refrigerators, and then maybe the day after we got it built— 
maybe many things happened to us that we hadn’t anticipated the 
day after we got it built. Then somebody shifts military personnel 
and we are caught right there. We are not questioning the right to 
shift military personnel. But what does it do to us? 

If you say you didn’t guarantee us tenants—and we agree you 
didn’t, but we say that the deeds speak louder than words. We say 
the only thing you can do is consider the entire picture and that the 
military impliedly promised us tenants. We wouldn’t have built 
them if they hadn’t. 

Now, the next thing that I take issue with in that statement—the 
next thing is a statement that I just agree with 100 percent. I think 
it is very significant and is the first time I have ever seen it show up 
in a Wherry document, and that is these were planned for average 
builders under average conditions, and that is the way that the price 
level was set; planned for average builders to build under average 
conditions. 

Now, it didn’t go ahead and say, “You have to get an average 
builder to build it, and you didn’t gurantee average conditions.” 
But that is the way they planned it in the project analysis. 

Well, I will tell you for sure, some of them aren’t average builders. 

Since they were planned on that basis, when the smoke clears 
away at each project, you are going to find some of them just sitting 
on top of the world. You ain’t going to find some of them. That is 
the bunch where the defaults are. 
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In my office I call that file the bankruptcy and suicide file, because 
that is what happened in those cases. 

Now, let’s get to the word ‘windfall’. I think that anybody 
shouldn’t use the word “windfall” until they furnish a definition of 
what they are talking about. There never has been a word in the 
English language that there are as many different ways to interpret it 
as there is that one. 

What does Webster say it means? It says it means, ‘“‘An unexpected 
profit or legacy.” 

These builders were led to believe that if they could come in and 
build this house, that had been approved under Government super- 
vision, and if they delivered, why, then that was their part of the 
bargain. 

Now, if they didn’t, that is, if they got wiped out, why, that was the 
situation, too. 

Now, let’s say a definition of ‘windfall’ is this: Where the project 
is constructed and the actual cost is less than the Government- 
guaranteed mortgage. All right, that sounds simple enough. 

But now you haven’t solved your dilemma. You have just passed 
it to another phrase, that is, what is “actual cost’’? 

Now, a big part of the misunderstanding in this whole transaction 
comes in because different people interpret the words ‘actual cost” 
in a different way. Many people, when they were called on to de- 
termine cost, said what they mean is out-of-pocket cash. That is 
all they mean. 

Others said no, what they are talking about is what this project 
actually cost, whether it is out-of-pocket, whether it is service, 
whether it is the advantage that I have that other people don’t have 
because I own factories or interest in factories that build materials; 
whether I own equipment that I don’t have to lease, or whatever. 

Remember, the mark you had to toe to. It was planned on an 
average builder under average conditions. 

The Government, that is, one of the Government witnesses in 
one of these trials, said that when the Government was building 
houses or anything, opened contracts on a competitive bidding, that 
that price could vary 20 percent, and that if it came within 20 percent, 
then it wasn’t significant, because the actual setups of the people in 
the building business depended on which level you are on. There 
was that much variation. And also depending on how the man felt 
when he bid a job, whether his organization was out of work or whether 
they had too much work ahead. 

Well, if you have a 20-percent possibility in there and you put a 
mark of average builder and you happen to get a very efficient 
builder—maybe he is the second or third or fourth generation in 
housebuilding, and in materials; he might own interest or be a stock- 
holder in factories that have to supply the materials to build this 
project, you can’t say that he is an average builder. 

Now, you take one builder. He might own all of his site-preparing 
equipment. He goes to tell you how much the project cost him. 
He might figure fuel and labor. All right. You take another one 
that doesn’t own that equipment, and when you ask him how much 
site preparation costs, he is going to figure overhead, insurance, taxes, 
and everything else, because he had to pay that much money out to 
get that service done. 
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Now this is my position, and it has been now since 1956, that if 
there is anything that has happened in any way in connection with 
any one of these, that the Treasury Department, and the Justice De- 
partment are fully able, and the Federal judiciary, to handle it. And 
that is the way it should be handled. 

But just because somebody might have been a little more efficient 
than the average, then we do not think it is fair to penalize him, when 
at the same time that fellow that has lost his shirt—there is anybody 
worrying about buying him a new shirt. 

You know there has been much said about economy. Mr. Arring- 
ton says the first reference to acquisition legislatively was in 1955. 

Now that said that the military could take over these projects by 
negotiation or donation or condemnation. I can tell Mr. Arrington 
right now if he is interested in economy he can save some ink cost by 
getting that word “donation” dropped out of this deal. 

We have sweat, we have bled with this property. It has wiped 
many of us out. They are not here today. 

Some of us—when I say “us,” I am talking about the owners— 
have made too much money, because that is just the way things 
happen in this kind of a deal. But I will tell you this: I believe about 
80 percent of them came out just about the way it was planned. I 
do not think that the ones that were lucky, that went through the 
battle and were lucky, should be penalized. I do not believe that 
that is the way the free enterprise system works. 

Now, if you are going to penalize those, I certainly think we should 
have a new word in the English language and that be “ost-for’’, and 
that we put up a fund that these Wherry folks can go to, that they 
received the loss for, because there are some of them that have had 
loss falls that will absolutely stagger you. 

Now, Mr. Arrington says that all that tax problem is not a major 
problem. He is talking about the ad valorem tax, since the Offutt 
Housing Decision case. I will say that that is not a major problem to 
the military, but I can show you some Wherry owners that sure will 
not agree with that statement, because they have been fighting that 
tax problem in court and paying lawyers and accountants, and they 
are not to the end of their expense yet. It is a major problem with 
them, with those individuals. 

Now, we have seen and heard much about market value, about 
what appraisers say about the value of Wherry property. 

In 1956, when I started worrying about this particular Wherry 
problem, I spent several days in the law library of the Library of 
Congress. I prepared a brief as to what I thought the problem was 
and presented it from the standpoint of the individual clients. I de- 
livered that brief and requested that it be sent to the military. 

I thought at that time “Well, now, thisis the problem. I have had 
25 years in the law practice. It has been in a country town. But I 
believe that this is the way democracy works. I have the problem and 
I will send the brief to the folks on the other side. Then let us have a 
conference and let us agree on something.” 

I worked for I do not know how long in preparing that brief, over 
here in the law library of the Library of Congress. I could not get a 
reply to it. 

Some of the professional people here on Capitol Hill said “We will 
get youareply.” They got me a paragraph, about five sentences in it 
That was the reply to my brief. 
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I said at that time—lI said to many people “These folks have got 
faith in democracy, in a democratic government. They are willing 
for the Federal courts to decide their problems.”” We were not worry- 
ing about appraisers and things like that. At that time I did not tamk 
that there should be a formula for price determination. 

I said “If you write a formula, you are going to give somebody 
something that they are not entitled to and you are going to take 
away something from somebody that they are entitled to.”’ I said 
“That is not the way to handle this problem. The way to handle 
it—we have gotten in a dilemma here. The way to handle it is just 
for the Government to go buy this and any minute they discover any 
malfeasance of any kind, turn it over to the Justice Department, if 
there is any. Then the court will decide what the value is.”’ 

The law that was written—and let us say this about courts. Nine 
times out of ten they are going to give you the right answer, if you 
carry the facts from both sides and lay it on the table. 

I have never had any hesitancy on earth to say what I thought the 
courts were going to do to Wherry questions. 

I started saying in 1956, in March, what they were going to do. 
Because I had been in court a time or two, and I know that the dem- 
ocratic judicial process works. It gets the right answer. 

But now that was in 1956. This formula was put in the law. 

One branch of the service have proven that I was completely wrong. 
They have shown that that formula does work. Now it is true that 
that formula penalizes the Wherry owner, because it binds him back 
to values in about 1951, when they have increased since then. But 
I found out that the Wherry owner will take that penalty because he 
wants out of the situation he is in and becaues he does not want to 
stay in court for the next 4 or 5 years. So he is offered that; I think 
9 of them out of 10 will take it and settle. Many of them have al- 
ready done it. 

I think, as I said the other day, that if these courts—if the question 
keeps on going to the courts, we are going to reach a point in which the 
Wherry owner is not willing to take the formula. 

I hope that they do not get the idea that they should not, because 
there are so many of the Wherry owners that have settled by the 
formula and they are gone. 

Now a word about appraisers. Mr. Arrington dwelt much on 
appraisers and what their figures were. 

Well let me say this: The Wherry owners have employed the best 
appraisers, individually, that they knew how to locate, the most 
honorable men in the business. They get their reports back and 
then they start negotiating with the Government. And the Govern- 
ment have their appraisal reports. And the Government’s appraisal 
report says the value is way down here and the Wherry owner says 
that his appraiser says it is way up here [indicating]. Both appraisers 
are able, honest, honorable men. 

Now the reason that they have reached that difference is because 
Wherry is such a peculiar species of property. You do not have to 
worry about what the qualified appraiser gives you when you hire 
him to go out and say what everyday property is worth. 

But now let me tell you where the difficulty comes in, and why. 

You heard Mr. Arrington say that all on earth the Wherry owner 
owns is the right to income. Let us carry that just a little further. 
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If you say that he does not own the house, that he just owns the right 
to income, then the man that built the house and who is responsible 
for it starts neglecting the maintenance because he has been told that 
he does not own it. He starts trying every way he can to protect that 
income, because you have told him that that is all that is his. 

Now, when he gets to the point that he has been convinced that 
he does not own anything, the only thing for him to do is study about 
income. How could you expect him to worry about maintaining some- 
thing that is not his? 

We say, on the other hand, that ‘“You own this house, you maintain 
this house: you got an obligation to do it, it is yours. 

“If the Constitution of the United States means anything, it is 
yours, and ther e cannot anybody take it away from you without due 
process of law.’ 

Now much has been said about why they could not buy and per- 
form. I have listened very carefully, thinking that maybe some of 
them would explain this point to the committee. 

You know the law that said for them to buy them gave them an 
option, that they could either pay for them in cash or they could pay 
for them in five installments. 

Now I know of one or two Wherry projects that went to the military 
that said “If you got any money problems, why a 5-year installment 
is perfectly all right with us.” They would go ahead, settle it on 
that basis, and then as soon as everything was closed up and the 
papers signed, then they would come back and say ‘‘Well, how much 
interest’’—they would say to the Wherry owner, ‘‘How much interest 
will you knock off if we will buy this paper from you?” 

Well, it was dependent on what financial condition the Wherry 
owner was in. And you can find everything from those that are on 
the verge of bankruptcy to very wealthy people in our ranks. 

Some of them would say ‘‘You cannot get anything any better than 
Uncle Sam’s promise to pay us. It is drawing interest. We ain’t 
interested. We will not take off one penny.’’ Others take off some- 
thing, in order to get the money to live. 

Those that say: ‘“No, we do not want your money; we got your 
obligation and that is the best on earth,” a week or two later they 
would get a check for the full amount. They had sold on a 5-year 
installment and overnight they were paid off completely. 

Now much has been said here about defaulted Wherry projects. 
You know, after a project defaults we are not interested in it; we are 
out of the picture. Then it becomes, as I understand it, a question 
between FHA and the military. So those that have defaulted, I do 
not know that we have any interest in them in any way. 

We think that the reason that they defaulted was because— 
mainly because they were not located properly in the beginning. 
But we think the military have a good batting average on that. 

Now as mentioned the other day about the publicity, newspaper 
articles about Wherry. You know, it is right funny, but we have 
gotten—when we can predict within 24 or 36 hours when we are going 
to be mentioned in the press. We were mentioned in the press in 
California after a trial. We faced a big, long article in the Appraisal 
Journal. We are replying to it in the July issue. 

Now this last reference to it. Last Monday morning I was driving 
in my station wagon from McKinney, Tex., to Love Field, at Dallas, 
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to catch a plane to come up here. I had on the radio. I told the 
people responsible for the Wherry Association that between then and 
Wednesday, May 20, that I just had a feeling that there was going to 
be something in the press about us. So I hear the radio, had it 
turned on, and hear what has been said about the waste in Wherry and 
the tremendous expenditure. 

Now you know this is my feeling when I heard that on the radio: 
Now I know that whoever put that information in there got the facts 
and material very carefully for what they did, but there is one thing 
that they overlooked. They did not find out from the folks that did 
the building, they did not find out from the folks that have the files, 
as to what happened. 

As we have said on every occasion, we do not endorse chicanery in 
any manner of means. We want the facts brought out, because we 
believe in democratic government. And we got confidence in the 
democratic processes. 

Now one point: I agree with Mr. Arrington 100 percent on the loss 
and defaults in Wherry. If I understand Mr. Arrington’s statement 
correctly, then much more has been collected in premiums than has 
been paid out in losses. Is that not what Mr. Arrington said in his 
statement? 

Well, then, it looks to me like it is this kind of a situation: To say 
that the people in America are stockholders in the company. And 
you go and take the company books, in an insurance company, and 
you start advertising how much they paid out in claims. You start 
talking about that, as to how much they lost. If Mr. Arrington’s 
statement is correct, that there has been much more paid in than this 
in the insurance fund and mortgage premiums that has been paid in, 
than we have paid out, is that a loss or not? That is the way it looks 
to us. 

Now let me make this point. You know while Mr. Ed Carmack 
was on the stand yesterday he said that that project was paying 
$87,000 a year to the owner. 

To me, a country lawyer, those kind of figures just stagger me. 
But now let us look at the situation a minute. 

Let us take a 500-unit Wherry project. I have been told by the 
military that means about 2,000 people. What can build a city for 
2,000 people? You have a problem there. It takes a pretty big 
operation to perform, when you start to build a city for 2,000 
inhabitants. 

The way it was set up: If anybody was going to build a 500-unit 
project, you started off eliminating everybody that could not satisfy 
their local banker, for about a million or a million and a half collars. 

All right. I will tell you something else about the income of a 
Wherry project. You can look into stock ownership and you will 
find every kind of a situation on earth. You will find some of these 
corporations that maybe have 98 stockholders and maybe a sizable 
part of it are charities in the communities. You will find some of them 
that are just very closely held, just a few members. 

Now let me tell you something else about a Wherry owner— 
Wherry owners and builders. They are a cross-section of America 
and they are free enterprise. You have your Shields in Minnesota. 
You have your Cohens in Baltimore and Siskinds in Baltimore. You 
have your Carbetas in California. You have your Prices in Ohio. 
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You got your Russells in California. You got your Bushes in Vir- 
ginia. You have your Hughes in Baltimore. You have your Rubin- 
steins in Arizona. 

If there is any cross-section of free enterprise, whoever passed the 
Wherry law to begin with, they really picked out a way to slice it. 

But let me tell you the class of people you have. You got the kind 
of folks that are going to get the job done, whether it is going into the 
wilderness or wherever it is. You got the kind of folks that when 
Uncle Sam says ‘“‘Come on and let us go,” they get up and go. 

You got the trailblazers in your Nation in private enterprise when 
you figured out this Wherry deal. 

You heard Mr. Arrington’s explanation of that certificate and he 
says, ‘“That is all on earth we said to you.” 

Can anybody as a lawyer—if that interpretation is correct, can you 
imagine anybody that would have little enough sense on that kind 
of an invitation to jump in and take a chance on whipping himself 
completely out? 

Well, that is what happened. You got the kind of folks that if they 
are at the airport and a plane is already out at the end of the runway 
on the flight they want to take, if somebody does not stop them they 
will run out and try to wave it down. 

You got them from a cross-section of the communities and streets 
in America. They are a bunch that will fascinate you, on account 
of the way they figure things. 

But I will say this about them: The average of them is a good decent 
American citizen. 

I have thought this many times at night when I was tired, I didn’t 
know what I could do the next day. I have just wished that sometime 
the Government would say, in the building business, ‘‘Well, we just 
haven’t got money enough to do so-and-so, but if there is anybody 
that is able that could do that, we wish you would do it for us.” 

I bet it would be a Wherry owner that would take up that proposi- 
tion. Now when you got to fight about what his property is worth, 
he isn’t going to give you an inch. 

Now let’s take our situation as we come down to this point, as I 
see the question. 

We put on schedules of the acquisition program, as to what shape 
it was in. 

Now you recall the statements that we put in the record as to what 
this committee said to the military in 1956 or 1957 about embarking 
on a program of purchase. We say that it is going to take 40-some-odd 
years, according to the rate established so far by one branch of the 
service, to get us out of military housing. We say it was a mistake 
to put us, private enterprise, in it in the first place, because of the 
incompatability of the situation that is inherent to private enterprise 
in managing military housing, where you have a commanding officer 
that is studying about winning a war and you have somebody else 
that is worrying about making a profit and the only way he can 
survive. 

Our problems are no fault of anything except that decision. 

Mr. Kitpay. Mr. Boyd, if you will suffer an interruption at this 
point? 

Mr. Boyp. Yes, sir. 
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Mr. Kipay. I feel that we have quite a picture as to the beginning 
of the program and the carrying of it out and on down the line. 

Of course, we are legislators. We are faced with the proposition 
of next what we are to do. 

Mr. Boyp. Yes, sir. 

Mr. Kiupay. As you stated a moment ago, the Wherry owner 
wants out. 

Mr. Boyp. That is right. 

Mr. Kitpay. And as you referred to and as we realize, Congress 
has indicated in various reports and whatnot, that the policy of 
Congress is that the military should terminate the Wherry program 
by acquisitions. 

Now here is our problem. I am hoping you could help us with it. 
If you were sitting here where we are, with the responsibility to find 
-a solution for this problem, what action would you take? 

Mr. Boyp. You mean if I personally were? 

Mr. Kiupay. Yes, sir. 

Mr. Boyp. Well, that is pretty binding, Mr. Chairman. 

I lived with this problem now for 3 years. This is what I would 
try to do, if I had the responsibility and had to live with the decision. 

I would require the military to buy the ones at permanent 
installations. 

I would require them to offer the formula and if the owner didn’t 
take it—now the military can protect themselves when they offer the 
formula in that amount that they are going to deduct from the bal- 
ance to bring the project to sound physical condition. We don’t 
think the United States should pay one penny more than is just. 

Allright. I would not disturb the formula in any way, because there 
are so many people that have traveled along that path and it has 
been demonstrated that it is the commonsense way to do it. 

When I started out in the beginning I said I didn’t think it was, 
but I have had to change my mind because it has been demonstrated 
that it will work. 

Then, if they can’t settle under the formula, I think it should be 
made perfectly clear to the Justice Department that you can look 
into this situation that can’t be settled and you can use your own 
judgment about how you handle it, that is the price. 

Now that is my personal view. But, I will say this, that there is 
much justification for going a little further and giving some rules 
about how they are going to valuate. Because you have such a 
peculiar species of property here. 

Now I would say this, Mr. Chairman, that the wording that was 
in the housing bill—of course, there have been many things proposed. 
That comes very—it was prepared by folks that studied the question 
very diligently. That comes the closest of what we think. But it 
isn’t what we think exactly. I mean it isn’t what I think exactly. 
It is the closest approach that there has been so far. 

Now I would—if the chairman would permit, I would be happy to 
supply language for the committee’s consideration, that I think 





Mr. Kripay. We will be glad to have any legislative proposal, so 
it would be available. 

Mr. Boyp. Yes, sir. 

Mr. Kitpay. For consideration by the committee when it comes to 
consideration in executive session of the problem. 
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Did you have—I had interrupted you. Did you have anything 
further? 

Mr. Boyp. No, sir. 

We want the committee to know that anything that we have that 
we can supply you to help you get the solution to this problem—all 
you have to do is call us. 

Mr. Kitpay. Thank you. We won’t be bashful about calling you 
on it. 

Mr. Boyp. Thank you. 

Mr. Kiupay. Without objection, the supplemental statement of 
Mr. Carmack will be received for the record, at this point. 

(The statement is as follows: ) 


ADDITIONAL STATEMENT OF E. W. CarMAcK TO ORAL STATEMENT TO Com- 
MITTEE AND EXPLANATION OF Costs AND Equity VALUES OF STONES RIVER 
Homes, Inc. 


I regret that time ran out yesterday before I could finish my complete state- 
ment which would, I think have made clearer several matters. I wish to file this 
in addition to my statement of yesterday. 

I think General Partlow was asked if the sponsors owned the site on which the 
project was constructed in fee simple at the time of the placing of the FHA 
insured mortgage. Yes, the sponsors and associates had owned the land for 
sometime before the first application for mortgage insurance, in fact, before 
negotiations with the Air Force. 

I was not one of the original sponsors. Later, when the original contractor 
quit (because of the rising costs during the Korean war) I became the major 
stockholder in the corporation that owned in fee simple the site and housing 
subject to the mortgage. I did not disburse the proceeds of the mortgage. 

As to whether or not the former owners and contractor got enough out of the 
deal to reimburse them for the land, it appears that they did receive more than 
enough for this; but, at the time that they got out, considerable progress toward 
the development of this project had been made and they had been at very con- 
siderable expense in doing this. I do not know what their costs were and am not 
in a position to state that they got out whole on the entire transaction. I owned 
no interest in the land. 

I had suggested this housing deal to the former owners and procured from the 
Air Force the certificate of necessity. I did not handle the FHA end of it. I had 
an option to acquire one-fourth of the stock of the company to be formed, but did 
not exercise this option. 

I had assured the Air Force that the housing would be constructed on the site 
they had designated and the Air Force was urging me to proceed with all possible 
speed. When the deal was about to blow up, I undertook to reorganize and save it 
and fulfill my agreement with the Air Force. 

I then acquired most of the stock and found a new contractor that had on hand 
a great deal of material and furnishings such as frigidaires, electric stoves, water 
heaters, etc., bought at prewar prices for a large apartment building that he had 
decided not to build. 

I was having great difficulty selling the mortgage except at a terrific discount 
and could get no construction loan until I had the permanent loan arranged. I 
found this new contractor in a very strong financial position, so that he could save 
a good deal on the finance fees, whereas it appeared that I could not come out even. 
I, therefore, brought this new contractor and the former owners and sponsors 
together and a contract was made by which the new contractor was to receive 
all the work done on the project to date (which was of considerable value) the 
entire proceeds of the mortgage including finance fees, and approximately $82,000 
to complete the job and turn over to the company the housing on site ready for 
eccupany. 

But for this fortunate combination of circumstances and my own strenuous 
efforts and considerable personal expense, I am sure that this project would not 
have been built on time, if at all, and certainly not at the low cost of it during that 
period of rapidly rising prices. I found most contractors whom I approached 
afraid to touch it except on a cost-plus basis. 
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I am informed that FHA limited the value of the site on which the project was 
to be constructed to $100,000. However, I am informed the land was worth 
more than this. 

From such records as are available to me, I have prepared and submit the follow- 
ing statement of what, to the best of my knowledge, and belief, are the costs, 
equities, and values in Stones River Homes, Inc. 


Explanation of cost and equities of Stones River Homes, Inc. 


Summation: 
Equity in project established by FHA_---- . 1 $536, 562 
(Original owners of this equity received and will receive 
as explained herein, $545,000.) 
Paid to contractor b diab oan 82, 000 
(Besides all proceeds of mortgage, subcontracts, engineer- 
ing, ete. of original contractor who quit.) 
Personal out-of-pocket expense (prior to completion) 8, 000 
Improvements on property subsequent to beginning operation 
(partly estimated) 26, 500 
Estimated value of landsite--_-~------------------- ey 350, 000 
(Owners were offered this sum at one time, after the Air 
Force had designated it as the site on which this housing 
was to be built and before our company acquired it. No 
comparable land—as I know from efforts to acquire it— 
can be bought for this sum.) 
Value of rights-of-way over other property owned by myself and 
OE Sc. ree easth <st Ge one cee he k= deb a—ntp «ped 15, 000 
Reduction of mortgage principal 370, 246 
Working capital invested 


3 1, 465, 308 


‘I understood that FHA was to allow in the equity value $100,000 for the site. However, our auditor 
(CPA) reported that, in the final commitment, no value appeared to have been assigned to the site, it being 
treated, though owned in fee simple, as if it were a leasehold, onbase project—as the great majority of Wher- 
ries were obtained from the Government at nominal rental. The above equity value of $536,562, then would 
represent the equity found by FHA in addition to and besides the value of the site. If FHA ineluded 
$100,000 as land value in its valuation of equity the total above would be reduced by $100,000. 

2 All but approximately $12,000 of the $77,000 was expended as FHA directed before or shortly after the 
project was completed; $3,000 more was spent to procure electricity for heating and lighting (unre- 
covered). The balance of $9,000 perhaps should be deducted from the above costs. 

3 There is a disputed claim for further costs. (The continuing services of the architect, including super- 
vision of construction, was retained.) We do not admit this claim, but if settled, as seems probable, for 
$125,000, this will increase the total received by former owners to $545,000. 


Respectfully submitted. 
E. W. Carmack. 
Mr. Kitpay. The committee will stand in recess subject to call of 
the Chair. Thank you, gentlemen. 
(Whereupon, at 3:38 p.m., the committee was adjourned, subject 
to call of the Chair.) 
O 





